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Te CMSs rare 
KANSAS STATE UNIVERSITY 

SECURITIES ACT OF 1933 

Release No. 5529/October 2, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8528/October 2, 1974 


EXTENSION OF TIME FOR SUBMISSION OF COM- 
MENTS ON PROPOSAL TO AMEND THE STATEMENT 
OF POLICY WITH RESPECT TO THE USE, FORM, AND 
CONTENT OF SALES LITERATURE EMPLOYED IN 
THE SALE OF VARIABLE ANNUITY CONTRACTS BY 
REGISTERED INVESTMENT COMPANIES 


The Securities and Exchange Commission has extended 
from September 30, 1974 until October 15, 1974, the 
period within which written views and comments may be 
submitted on the proposed amendments to The Statement 
of Policy under the Securities Act of 1933. The proposed 
amendments were announced on July 30, 1974 (Securities 
Act Release No. 5516 and Investment Company Act Re- 
lease No. 8438) and would permit variable annuities to 
use illustrations in sales literature and prospectuses. The 
release also requested comment on whether other invest- 
ment companies including mutual funds should be per- 
mitted to use illustrations based on hypothetical invest- 
ment results. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5530/October 3, 1974 


PROPOSED AMENDMENTS TO FORM S-8 UNDER 
THE SECURITIES ACT OF 1933 FOR THE REGISTRA- 
TION OF SECURITIES TO BE OFFERED OR SOLD 
PURSUANT TO CERTAIN EMPLOYEE BENEFIT 
PLANS (FILE NO. S7-534) 


The Commission today invited public comment on pro- 
posed amendments to Form S-8 under the Securities Act 
of 1933 (“Act’’). The form is available for registration of 
securities to be offered or sold pursuant to certain em- 
ployee benefit plans. The principal purpose of the pro- 
posed amendments is to reduce the cost and burden of 
registration to issuers consistent with the protection of 
investors by increasing the availability of the form for 
more types of employee plans, particularly certain op- 
tion plans which may not receive special tax treatment 
under the Internal Revenue Code. 


Generally speaking, Form S-8 is an abbreviated registra- 
tion form which permits the registration requirements 

to be satisfied by providing employees with a description 
of the plan and a copy of the company’s annual report 
to stockholders together with certain other information. 
The Commission believes that the proposed amendments, 
which represent a further step in the integration of the 
disclosure provisions of the Securities Act and the Se- 
curities Exchange Act of 1934 ("Exchange Act”’), will 
increase certainty as to the availability of the form and 
reduce the burden of registration where the full regis- 
tration on a Form $1 is not necessary for the protection 
of investors. 


The proposed amendments are not intended to resolve 
certain interpretive questions relating to the availability 
of Form S-8 to cover resales of securities issued pursuant 
to employee benefit plans or interpretive questions relat- 
ing the use of the form for registration of securities to 

be offered in connection with pension, profit sharing, 
thrift or similar plans. The staff presently is reviewing the 
disclosure and resale provisions and the conditions as to 
the use of Form S-8, and further amendments to the form 
may be published for comment at a subsequent date. 


Presently, the Rule as to Use of Form S-8 provides that 
the form is available for securities offered or sold pur- 
suant to only three categories of employee benefit plans: 
1) securities offered pursuant to “stock purchase, savings 
or similar plans”’ which meet certain conditions; 2) “‘in- 
terests in the above plans, if such interests constitute 
securities and are required to be registered under the 
Act”; and 3) stock to be offered pursuant to certain 
employee stock option plans which meet certain standards 
referred to in Sections 422, 423 or 424(b) under the In- 
ternal Revenue Code of 1954. 


Type of Plans 
The Commission has proposed to expand the availability 


of the form to the following types of employee benefit 
plans: 
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1. Employee security option plans meeting certain condi- 
tions without limiting references to the Internal Revenue 
Code; 


2. Bonus, appreciation or similar plans meeting certain 
conditions; 


3. Plans involving securities other than “stock”; and 


4. Plans involving offers or sales to employees of a par- 
ent of the issuer. 


Employee Option Plans 


The Commission has determined that the protection of 
investors does not require that the availability of Form 
S-8 for option plans be keyed to the provisions of 

the Internal Revenue Code or that such plans invoive 
only “stock’’. The proposed amendments would make 
the form available for any employee security option 
plan, provided the issuer is a reporting company under 
Sections 13 or 15(d) of the Exchange Act and that the 
plan complies with the conditions set forth below. 


Bonus, Appreciation and Similar Plans 


The proposed amendments would further expand Form 
S-8 to make it expressly available for the registration of 
securities issued or sold in connection with an employee 
bonus, appreciation or similar plan. Presently, the Rule 

as to Use of Form S-8 does not refer to bonus plans, 

but Securities Act Release No. 5243 (April 12, 1972) 

states that the form may be utilized for this purpose. 1/ 

The proposed amendment would codify this position, 
and make Form S-8 available for registration of securities 
to be offered under bonus plans provided the issuer is a 
reporting company under Sections 13 or 15(d) of the 
Exchange Act and the plan complies with conditions 

set forth below. 


Appreciation rights generally provide that a specified 
time after the grant of the right to an employee, he is 
given the opportunity to receive the benefit of any 
appreciation that may be reflected by the current mar- 
ket price of the specified security to which the right 
relates. The benefit may be given in the form of cash 
or securities frequently at the election of the holder of 
the right. The use of Form S-8 for securities offered or 
sold pursuant to such plans has been permitted admin- 
istratively. The proposed amendments would codify 
this administrative practice, and make Form S-8 avail- 
able for the registration of securities to be offered 
under appreciation and similar plans, provided the 
issuer is a reporting company under Sections 13 or 
15(d) of the Exchange Act and the plan complies with 
conditions described below. 


Conditions Applicable to Employee Option, Bonus, 
Appreciation and Similar Plans 








The Commission also has proposed to require that employee 
option, bonus, appreciation or similar plans involving secur! 
ties registered on Form S-8 satisfy the following conditions: 
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1. The plan must be in writing; 


2. The plan must specify the employees or class of employ- 
ees eligible to participate; 


3. The plan must specify the maximum aggregate amount 
of securities that may be offered thereunder; 


4. The plan must specify the price at which the securities 
may be offered or the method by which such price is to be 
determined; 


5. Any option or similar right offered pursuant to the 
plan must not be transferable other than by will or laws 
of descent and distribution; 


6. Any option or similar right offered pursuant to the 
plan must be exercisable during the employee’s lifetime 
only the employee; 


7. The plan must be approved by stockholders of the 
issuer within 12 months before or 12 months after secur- 
ities are offered pursuant to the plan; and 


8. Similar stockholder approval must be obtained as to 
any material amendment to the provisions of the plan 
relating to eligibility, amount of securities subject to the 
plan or price. 


While all these conditions presently do not apply to bonus, 
appreciation or similar plans or restricted stock option 
plans under Section 424(b) of the Internal Revenue Code, 
the Commission believes that the conditions are desir- 

able for the protection of investors. However, until the 
proposed amendments are adopted, persons registering 
securities under such employee benefit plans on Form S-8 
may, at their option, continue to comply with existing 
instructions without complying with the proposed con- 
ditions. 


Plans Involving Securities Other than “Stock” 


Form S-8 presently is available for registration of securi- 
ties to be offered in connection with certain employee 
plans involving “‘stock’’ but not other types of securities. 
The proposed amendments would provide that Form S-8 
also would be available for registration of securities to. 
be offered in connection with plans involving securities 
other than stock. 


Plans Involving Employees of a Parent 


The proposed amendments to Form S-8 would expand 
the availability of the form to securities to be offered or 
sold to employees of a parent of the issuer which the 
express provisions of the Rule as to the Use of the form 
do not presently permit. 


Implementation of the Proposed Amendments 
Generally, the proposed amendments represent a relaxation 


of existing requirements. Nonetheless, there are several 
respects in which the proposals represent a tightening as 





iy to the use of the form. For exampie, “restricted stock 








options” under Section 424(b) of the IRC, bonus, appre- 
ciation and similar plans are not now required to be 
approved by stockholders for Form S-8 to be available 
for registration of securities covered by such plans. How- 
ever, the Cornmission has determined that the proposed 
amended form will be available on publication for regis- 
trants who meet the proposed new requirements and who 
elect to use it. Other issuers may comply with the existing 
rules as to the use of the form or existing administrative 
interpretations of that rule until the Commission takes 
final action with respect to the proposed amendments. 


The proposed amendments to Form S-8 are as follows 
(additions to the existing provisions of Form S-8 are in 
italics and deletions are indicated): 


1. General Instruction A, Form S-8, is amended as follows: 
A. Rule as to Use of Form S-8. 


Any issuer which at the time of filing a registration state- 
ment on this form is required to file reports pursuant to 
Section 13 or 15(d) of the Securities Exchange Act of 
1934 may use this form for registration under the Se- 
curities Act of 1933 of the following securities: 


(a) Securities of such issuer to be offered to its employees, 
or to employees of its subsidiaries or parents, pursuant to 
a steek purchase, savings or similar plan which meets the 
following conditions: 


(1) (No change) 
(2) (No change) 
(3) (No change) 
(4) (No change) 


(b) Securities of such issuer to be offered to its employees, 
or to employees of its subsidiaries or parents, pursuant to 
an option, bonus, appreciation or similar plan which meets 
the following conditions: 


(1) The plan must be set forth in a written document 
specifying the employees or class of employees eligible 
to participate, the maximum aggregate amount of secur- 
ities that may be offered thereunder and the price at 
which the securities may be offered or the method by 
which the price is to be determined; 


(2) The plan must be approved by stockholders of the 
issuer within 12 months before or after securities are 
offered pursuant to the plan; amendments to the plan 
shall be similarly approved if the amendment: 


(i) Materially reduces the price at which the security 
may be offered; 


(ii) Materially increases the number of securities which 
may be offered under the plan; or 
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(iii) Materially modifies the requirements as to eligibility 
for participation in the plan. 


(3) The plan must provide, with respect to any option or 
similar right offered pursuant to the plan, that such option 
or right is not transferable other than by will or the laws 
of descent and distribution, and that it is exercisable dur- 
ing the employee's lifetime only by him. 


{8} (c) Interests in the above plans, if such interests 
constitute securities and are required to be registered 
under the Act. 


{e}-Steek-+o-be offered -pursuantte-“qualitied---or-“err-- 
ployee steek-purchase ptan“‘-stoek eptions-as-these-terras 
are defined in Seetion-422-and423-0f-the-internal-Revenue 
Gede-ef--1954-.as amended or-“restrieted steck-optiens---- 
as-defined-in Section 4244b)-thereof,- provided-hewever;- 
that-for-the-purpeses-of-this-paragraph-en-option-whteR 
meets-at -of-the-conditions of -thet-Seetion-other-than-the- 
dete-of-isstrance shatt-be deemed to -be -“restricted-stoek 
eptiers:”” 


il. The Note preceding Item 1, Form S-8, is amended as 
follows: 


NOTE. Items 1 to 11, inclusive, apply only to purchase, 
savings and similar petsn. -other-than-quatified-or-restrieted 
stock option-erad simitar -plans-and need-not-be-answered- 
ifthe ptan-is a-queatfied-or-restrieted stock-eptien plan- 
as-defined-im-paragraph-Ale}-ef the General trstretions: 


Ill. The Note preceding Item 12, Form S-8 is amended 
as follows: 


NOTE. Items 12 to 18, inclusive, apply only to qualified 
er restrieted-steck-option-ptans option, bonus, apprecia- 
tion and similar plans. and-need net-be answered+f-the- 
plen-is-neta-quattfied-or-restrietedsteck-eptien plan-as- 
defined-in-paragraph-Ate)-ef the General tastriettons: 


IV. Form S-8, Item 12, “Issuer and Participating Employ- 
ers,”” is amended as follows: 


Item 12. Issuer and Participating Employers. 


(a) State the name and address of the issuer whose steck 
securities are to be offered pursuant to the restrieted-stoek 
eptiers plan. Ifsueh options or rights are to be granted by 
any person other than the issuer, state the name and ad- 
dress of such person. 


(b) (No change). 


The foregoing amendments are proposed pursuant to Sec- 
tions 6, 7, 10 and 19(a) of the Act. All interested persons 
are invited to submit written comments to be received 

not later than December 13, 1974 to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commission, 
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Washington, D.C. 20549. Such submissions should refer 
to File No. S7-534, and will be publicly available. To the 
extent that the proposed amendments represent a relaxa- 
tion of the existing Rule as to Use of Form S-8, any 
issuer, at its election, may immediately use the proposed 
amended form set forth herein for a registration state- 
ment or amendment filed under the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ In part, the release states: While no specific regis- 
tration form is available for securities issued pursuant 
to stock bonus or similar plans, the Commission will 
not object to the use of Form S-8 for this purpose until 
a specific registration form is promulgated. 





SECURITIES ACT OF 1933 
Release No. 5531/October 3, 1974 


TEMPORARY SUSPENSION OF THE REGULATION 
A EXEMPTION OF ECOLOGICAL MANUFACTURING 
CORP. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with 
respect to a public offering of securities by Ecological 
Manufacturing Corporation (‘Issuer’) of Long Island 
City, New York. Carlton-Cambridge & Company, of 
Hasbrouck Heights, New Jersey, was named as the original 
underwriter for the offering; on May 1, 1972, a post- 
effective amendment was filed substituting Horizon Se- 
curities, Inc. of New York, for Carlton-Cambridge as 
underwriter. 


Pursuant to a notification filed on August 27, 1971, 
Issuer offered 100,000 shares of its $.01 par value com- 
mon stock at $5.00 per share for an aggregate offering 
price of $500,000. According to the order, the Commis- 
sion has reason to believe that: (a) the notification and 
offering circular filed by Issuer contained untrue state- 
ments of material facts necessary in order to make, the 
statements made, in light of the circumstances under 
which they were made, not misleading, particularly 
with respect to, among other things, the terms of the 
offering and the use of the proceeds from the offering; 
(b) the terms and conditions of Regulation A have not 
been complied with, in that, among other things, the 
Form 2-A report failed to accurately set forth the utili- 
zation of the proceeds of the offering and (c) the offer- 
ing was made in violation of Section 17 of the Secrséities 
Act of 1933, as amended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11031/October 1, 1974 


Admin. Proc. File No. 3-4464 
In the Matter of 


FIRST BROWARD SECURITIES, INC. 
2319 North Federal Highway 
Fort Lauderdale, Florida 


(8-16055) 


FINDINGS AND ORDER CENSURING BROKER- 
DEALER 


First Broward Securities, Inc., a registered broker-dealer, 
has submitted an offer of settlement which the Commis- 
sion determined to accept. Solely for the purpose of settle- 
ment of these proceedings, and without admitting or deny- 
ing the allegations in the order for proceedings, respondent 
consents to the findings and the sanction set forth below. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 1/ 


1. During the period from about December 1971 to Feb- 
ruary 1972, respondent willfully violated Section 15(c)(1) 
of the Securities Exchange Act and Rules 15c1-4 and 
15c1-6 thereunder by effecting transactions in the securi- 
ties of Campco Corporation (““Campco”) without fur- 
nishing customers at or before the completion of each 
transaction written notification disclosing the capacity 

in which it was acting, and its participation or financial 
interest in the distribution of Campco securities. 


2. During the period from February to about November 
1972, respondent willfully violated Section 15(c)(2) of 
the Exchange Act and Rule 15c2-11 thereunder, in that 
it caused to be published in a quotation medium a quo- 
tation for Campco stock based on a false and misleading 
application for publication, and failed to have in its 
records the required information on Campco. 


3. During the period from December 1971 to March 1974, 
respondent willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-3 thereunder in that respondent 
failed to make accurately and keep current certain books 
and records. 


The settlement offer provides that respondent may be 
censured. It also specifies that two named individuals 
will not become associated with respondent; and if they 
obtain any interest in any manner whatsoever in it these 
Proceedings may be reopened in the Commission’s dis- 
cretion. 


In determining to accept the offer of settlement, the Com- 


mission considered various mitigative factors presented 
by respondent. Respondent states that it came under new 
ownership and management in June 1973, and that the 
violations charged are not attributable to its present 
stockholders and management, except to the extent that 
record-keeping deficiencies attributable to transactions 
recorded prior to June 1973 were not corrected. It fur- 
ther states that its present stockholders and management 
took it over without knowledge of any alleged violations, 
and in reliance upon the representation in the Stock Pur- 
chase Agreement that it had been in full compliance with 
the Commission’s rules and regualtions for two years 
prior to June 1973. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, subject to the con- 
dition specified above, First Broward Securities, Inc. be, 
and it hereby is, censured. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11032/October 1, 1974 


The Securities and Exchange Commission has issued an 
order granting an application of the Detroit Stock Ex- 
change to strike from listing and registration the common 
stock of National Union Electric Corporation. The appli- 
cation was made at the request of the issuer. This security 
remains listed and registered on the Pacific Stock Exchange, 
Inc. and retains unlisted trading privileges on the PBW 
Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11033/October 2, 1974 


The Securities and Exchange Commission announced 
pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 
of over-the-counter trading in the securities of Atlantic 
Industries, Inc., located in Miami, Florida, for one ten- 
day period commencing at 2:45 p.m. (EDT) on October 
2, 1974 and terminating at midnight (EDT) on October 
11, 1974. 
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The Commission initiated the trading suspension at the re- 
quest of the company because of a lack of current and 
accurate financial information available to the public. The 
Commission has been advised that 1973 financial statements 
cannot be relied upon. In addition, the company is delin- 
quent in filing its report to the Commission on Form 10-K 
for the year ending March 30, 1974 and therefore financial 
statements for 1974 are not available. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement in Washington, D.C. 
If any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such time 
as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11034/October 1, 1974 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c)(5) and 19(a)(4) of the Securities 
Exchange Act of 1934 the temporary suspension of ex- 
change and over-the-counter trading in all securities of 
Avis, Inc., a Delaware corporation located in Garden City, 
New York, for a ten-day period commencing at 10:10 
a.m. (EDT) on October 1, 1974 and continuing through 
midnight (EDT) on October 10, 1974. 


The suspension was initiated because of unsubstantiated 
rumors concerning the possible purchase of International 
Telephone & Telegraph Corporation’s majority interest in 
Avis, Inc. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
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plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is inf violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11035/October 3, 1974 


Admin. Proc. File No. 3-4334 
In the Matter of 


ASSOCIATED INVESTORS 
100 Wall Street 
New York, New York 


(8-4778) 


JAY POLONSKY 
JEFFREY SCHNIPPER 


ORDER AMENDING ORDER FOR PROCEEDINGS 
AND IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, the Division of Enforcement has moved to 
amend the order for proceedings. And Associated In- 
vestors (“‘registrant’’), a registered broker-dealer, Jay 
Polonsky, a partner of registrant, and Jeffrey Schnipper, 
one of its traders, have submitted an offer of settlement 
which the Commission has determined to accept. 


The Division points out that the order for proceedings 
charges Schnipper and Polonsky with aiding and abetting 
willful violations of Section 15(c)(5) of the Exchange Act 
but fails to allege that their action was willful. It states 
that the omission was inadvertent, and requests that the 
order for proceedings be amended accordingly. Under 
the circumstances, it is appropriate to grant the Division’s 
request. 


Accordingly, 1T 1S ORDERED that Paragraph G of Part 

Il of the order for proceedings herein be, and it hereby 

is, amended to charge Polonsky and Schnipper with 
willfully aiding and abetting violations of Section 15(c)(5). 


The offer of settlement provides that, solely for purposes 
of this proceeding, and without admitting or denying the 
allegations in the order for proceedings as amended above, 
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respondents consent to certain findings of misconduct and 
to the imposition of certain sanctions. 


On the basis of the offer of settlement, it is found that, on 
or about June 1, 1973, registrant, willfully aided and 
abetted by Polonsky and Schnipper, willfully violated 
Section 15(c)(5) of the Exchange Act in that respondents 
made use of the mails and facilities of interstate commerce 
to induce the sale of common stock of Proof Lock Interna- 
tional, Inc. at a time when that security had been suspended 
from trading by the Commission. 1/ 


The offer of settlement provides that registrant may be 
censured, and that Polonsky and Schnipper may be sus- 
pended from association with any broker-dealer for re- 
spective periods of five and three business days. In addi- 
tion, registrant undertakes that, with respect to each se- 
curity in which it makes a market by quoting prices, or 
whose purchase or sale it recommends generally to cus- 
tomers or prospective customers, it will maintain files 
containing appropriate business and financial information 
concerning the issuer or, where applicable, comply with 
the provisions of Rule 15c2-11(a) under the Exchange Act. 
Polonsky undertakes, for as long as he is registrant’s man- 
aging partner, to cause registrant to maintain and keep 
current such files. 


In determining to accept the offer of settlement, the Com- 
mission considered respondents’ representations that Polon- 
sky believed the Commission’s trading ban on Proof Lock 
did not cover agency trades for customers; that, as soon 

as a question was raised, he made prompt inquiry of the 
National Association of Securities Dealers, Inc.; that upon 
being advised that the ban covered agency trades he im- 
mediately instructed registrant’s employees to cease all 
activities with respect to Proof Lock; and that no orders 

to sell Proof Lock stock were received, entered or executed 
by registrant as principal or agent. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED, subject to the undertakings 
set forth above, that Associated Investors be, and it hereby 
is, censured; and that Jay Polonsky and Jeffrey Schnipper 
be, and they hereby are, suspended from being associated 
with any broker or dealer for respective periods of five 
business days and three business days commencing as of 

the opening of business on October 21, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 
George A. Fitzsimmons 


Secretary 


1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 
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Release No. 11036/October 3, 1974 


ANNOUNCEMENT OF THE TWO-WEEK POSTPONE- 
MENT OF THE IMPLEMENTATION OF PHASE | OF 
THE CONSOLIDATED TAPE 


The Securities and Exchange Commission announced that, 
on October 2, 1974, in response to a request by the New 
York Stock Exchange, it had determined not to raise any 
objection if the implementation of Phase | of the con- 
solidated tape is deferred for one two-week period from 
October 4, 1974 to October 18, 1974, to permit an appro- 
priate period of time in which to attempt a resolution of 
certain educational and mechanical problems the New 
York Stock Exchange believes may arise as a result of the 
Commission's recent amendments to its short-selling rules 
—Securities Exchange Act Rule 3b-3, 10a-1 and 10a-2. 
The Commission’s determination is based upon assurances 
it had received that the New York Stock Exchange would 
not request any further delay in the implementation of 
the Phase | period, and that the two-week postponement 
would not result in any delay in the commencement of 
Phase I! of the consolidated tape on February 21, 1975. 
The text of the Commission’s letter to the New York 
Stock Exchange follows: 


“Mr. Francis J. Palamara 
Executive Vice President 
New York Stock Exchange 
Eleven Wall Street 

New York, N. Y. 10005 


Dear Mr. Palamara: 


“This is in response to your letter of October 2, 1974, in 
which you request, on behalf of the New York Stock Ex- 
change, tnc., that the Commission “postpone the starting 
date of Phase | of the consolidated tape from October 4, 
1974 to October 18, 1974.” The postponement of the 
starting date of Phase | of the consolidated tape was re- 
quested for a variety of reasons, including the Exchange's 
assertion that it will need a period of time to conduct a 
substanttal_ educational program to familiarize its member- 
ship with the requirements of the Commission’s recent 
amendments to its short-selling rules—Securities Exchange 
Act Rules 3b-3, 10a-1 and 10a-2; the Exchange also has 
requested this postponement because of mechanical 
problems it believes it will have in fashioning methods by 
which persons on the floor, including specialists, may be 
continuously and currently informed of the last sale 
reported on the consolidated tape.” 


“The Commission has agreed that it will not raise any ob- 
jection to deferral of the implementation of Phase | of the 
consolidated tape until October 18, 1974, based on the New 
York Stock Exchange's agreement that Phase | of the con- 
solidated tape will, in fact, become effective on October 18. 
The Commission will not concur in any further delays in im- 
plementing Phase | of the consolidated tape.” 


“Although your letter also refers to potential regulatory 
problems with the operation of the Commission's recent 
amendments to its short-selling rules as a basis for the re- 
quested postponement of Phase |, it appears that the primary 
purpose of the New York Stock Exchange in requesting this 
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postponement was to afford some appropriate time in which 
to attempt the resolution of the educational and mechanical 
problems you have described. In any event, the Commission's 
determination not to object to one two-week postponement 
in the commencement of Phase | of the consolidated tape is 
based solely on these educational and mechanical considera- 
tions and not on any other difficulties the Exchange or its 
members now may perceive or which they may perceive be- 
tween October 4 and October 18. As our amendments to the 
short-selling rules reflect, the Commission and its staff stand 
ready to address any regulatory problems which may arise, 
but these problems can, and must, be worked out during the 
course of the Phase | period.” 


“The Exchange also has agreed and understands that our de- 
termination is predicated upon the fact that the Phase | per- 
iod for the consolidated tape will not be further extended 
and that the two-week deferral of the beginning of Phase | of 
the consolidated tape will not delay the commencement of 
Phase || of the consolidated tape on February 21, 1975.” 


“Our determination in this regard is also based upon your ad- 
vice to us to the effect that you will consult with the other 
Participants in the Consolidated Tape Association and that 
all necessary action by that Association with respect to the 
foregoing will be taken.” 


“By the Commission. 
Sincerely yours, 


Ray Garrett, Jr. 
Chairman” 


For the Commission. 
George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11037/October 4, 1974 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 against First Eastern Investment Corporation 
(‘Registrant’), a broker-dealer located in Red Bank, New 
Jersey, Jack Stephen Skakandy (““Skakandy”’), the presi- 
dent, a director, and a stockholder of Registrant and Thom- 
as M. Flaherty (‘Flaherty’’), the treasurer and a stockhold- 
er of Registrant. 


These proceedings are based upon allegations by the Com- 
mission’s staff that Registrant willfully violated, and Ska- 
kandy and Flaherty willfully aided and abetted violations 
of, the Net Capital, Bookkeeping and Supplemental Re- 
porting Rules. It is further alleged that First Eastern, Ska- 
kandy and Flaherty willfully violated and willfully aided 
and abetted violations of the anti-fraud provisions of the 
securities laws. In addition, First Eastern and Skakandy 

are charged with failing to supervise other persons under 
their supervision with a view to preventing the alleged 
violations. On December 11, 1972, a permanent injunction 
was issued against Registrant, Skakandy and Flaherty by 
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the United States District Court for the District of New 
Jersey, Trenton Division, enjoining them from further 
violations of the Net Capital, Bookkeeping, and Supple- 
mental Reporting Rules. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
respondents an opportunity to offer any defenses thereto 
for the purpose of determining whether the allegations are 
true, and if so, whether any action of a remedial nature 
should be ordered by the Commission. 


See Litigation Release No. 5680. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18581/September 27, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


(70-5553) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK BY HOLDING COMPANY AND EXCEP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company (‘Delmarva’), a registered holding com- 
pany, has filed a declaration and an amendment thereto 
with this Commission pursuant to the Public Utility 
Holding Company Act (‘‘Act’’), designating Sections 6 
and 7 of the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. All in- 
terested persons are referred to the declaration, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


Delmarva proposes to issue and sell 1,500,000 additional 
shares of its authorized but unissued common stock, par 
value $3.37% per share. At July 31, 1974, Delmarva had 
14,974,160 shares of common stock outstanding. The 
company requests that the issuance and sale of the com- 
mon stock be excepted from the competitive bidding re- 
quirements of Rule 50 in order that the common stock 
may be sold to underwriters on a negotiated basis for 
public offering. Delmarva reserves the right, however, 

to amend its declaration in order to sell the shares pur- 
suant to the competitive bidding requirements of Rule 50 
if in its opinion the appropriate circumstances exist. 





























The net proceeds from the sale of the common stock will 
be applied toward the retirement of unsecured short-term 
notes issued primarily for interim financing of the construc- 
tion program of Delmarva and its subsidiaries. On Septem- 
ber 11, 1974, such unsecured short-term notes outstanding 
amounted to $50,750,000. Construction expenditures for 
the last five months of 1974 and the year 1975 are esti- 
mated at $179,161,451, including an allowance for funds 
used during construction of $10,727,253. 


The fees and expenses incurred or to be incurred in con- 
nection with the proposed transaction are estimated at 
$77,000, of which $10,500 will be incurred for legal fees 
and $13,500 for accountants’ fees. The Public Service 
Commission of Delaware has jurisdiction over the proposed 
transaction, and a copy of the order to be issued by that 
commission is to be filed by amendment. It is represented 
that no other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 23, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit, or, 
in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18582/September 27, 1974 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 


30 Rockefeller Plaza 
New York, New York 10020 


CNG DEVELOPMENT COMPANY, LTD. 
CNG PRODUCING COMPANY 


CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 


CONSOLIDATED SYSTEM LNG COMPANY 
CONSOLIDATED GAS SUPPLY CORPORATION 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 


(70-5501) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS BY HOLDING COMPANY 
AND ACQUISITION OF COMMON STOCK OF SUBSI- 
DIARY COMPANIES 


NOTICE iS HEREBY GIVEN that Consolidated Natural 
Gas Company (“‘Consolidated’’), a registered holding com- 
pany, and its above-named subsidiary companies have 
filed with this Commission a post-effective amendment 
to the application-declaration in this proceeding pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“‘Act’’) regarding the following proposed 
transactions. All interested persons are referred to the 
application-declaration, as now amended, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


By order in this proceeding dated June 20, 1974. (HCAR 
No. 18466), the Commission authorized Consolidated to 
issue and sell up to $60,000,000 of short-term notes to a 
group of banks during 1974 to finance gas storage inven- 
tories and up to $50,000,000 of commercial paper notes 
for working capital purposes. Said order also authorized 
the financing by Consolidated of various capital expendi- 
tures and working capital requirements of its subsidiaries. 
Consolidated stated that part of the funds required for 
such financing would be provided by the contemplated 
sale of its equity securities. 


Consolidated now proposes, in order to provide temporary 
financing for capital expenditures prior to the proposed 
sale of preferred stock by January 31, 1975, to issue and 
sell on one or more dates up to December 31, 1974, 
$40,000,000 of its unsecured promissory notes to banks 
maturing January 31, 1975, without commitment fee, 

at the prime commercial rate of interest in effect from 
time to time at Chase Manhattan Bank, N.A. Repayment 
will be made from the proceeds of the planned sale of 
preferred stock. The names of the participating banks are 
to be filed by amendment. Consolidated proposes that 
the 8% exemption previously granted from the provisions 
of Section 6(a) of the Act in this proceeding be increased 
to a maximum of 12% in order to permit Consolidated to 
have outstanding at any one time until January 31, 1975, 
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up to $90,000,000 of short-term notes, consisting of said 
$40,000,000 of bank notes and the $50,000,000 of com- 
mercial paper notes previously authorized. No compensating 
balance requirements are imposed because of the level of 
bank deposits regularly maintained by the Consolidated 
companies, the average of such deposits amounting to 
approximately $24,000,000 for 1973. It is stated that 

based on a requirement of 10% of the proposed credit line 
and 10% of average borrowings thereunder, the average 
compensating balances would have amounted to approxi- 
mately $15,000,000 for the year 1973. 


In said order of the Commission dated June 20, 1974, Con- 
solidated was authorized to acquire, and CNG Producing 
Company (“Producing Company”) was authorized to issue 
and sell to Consolidated, 53,000 shares of Producing Com 
pany’s common stock, $100 par value, at par. On account 
of accelerated exploration and developmental work, Pro- 
ducing Company will have issued and Consolidated will 
have acquired all of the 53,000 shares so authorized by 
September 30, 1974. Producing Company finds that it will 
require an additional amount, estimated at $1,500,000, in 
order to finance capital expenditures through December 
1974. Therefore, Producing Company Now proposes that 
it be allowed to issue and sell from time to time through 
December 1974 an aggregate of 15,000 more shares of its 
common stock, and Consolidated proposes to acquire 

such shares at the par value thereof. 


Finally, it is stated that at the time of the original filing in 
this proceeding, no need of financing for CNG Develop- 
ment Company Ltd. (“Development Company”’) was fore- 
seen. However, it presently appears that Development 
Company will require $300,000 (Canadian) between the 
date of the filing and the year end in order to finance capital 
investments in Canada. Therefore, Development Company 
proposes that it be authorized to issue and sell, at par, an 
aggregate of 3,000 shares of its common stock, $100 (Can- 


adian) par value, from time to time through December 1974, 


and Consolidated proposes to acquire such shares at the par 
value thereof. 


The Rule 24 certificates of notification with respect to the 
proposed transactions are to be filed on a quarterly basis. 
Expenses to be incurred in connection with the proposed 
transactions are estimated not to exceed $1,000. No State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 23, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and the 
issues of fact or law raised by said post-effective amend- 
ment to the application-declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicants- 
declarants at the above-stated address, and proof of ser- 
vice (by affidavit or, in case of an attorney at law, by 
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certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulation promulgated under the Act, 
or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18583/September 30, 1974 


in the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORA- 
TION 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pen 


syivania 


(70-5531) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF DEBENTURES BY HOLDING COMPANY AND 
ISSUE AND SALE OF LONG-TERM NOTES TO HOLD- 
ING COMPANY BY SUBSIDIARY COMPANIES 


National Fuel Gas Company (‘’National”’), a registered 
holding company, and two of its subsidiary companies, 
National Fuel Gas Distribution Corporation (‘Distribution 
Corporation”) and National Fuel Gas Supply Corporation 
(“Supply Corporation’’), have filed an apptication-declara- 
tion and amendments thereto with this Commission pur- 
suant to Sections 6(a), 6(b), 7, 9(a), and 10 of the Public 
Utility Holding Company Act of 1935 (’’Act’’) and Rule 
50 promulgated thereunder. An order authorizing certain 
of the proposed transactions was issued on September 4, 
1974 (HCAR No. 18552), jurisdiction being reserved 
with respect to other transactions as to which the record 
was incomplete. 


The record has been completed with respect to the remain- 
ing transactions, in which National proposes to issue and 
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sell up to $20,000,000 principal amount of its ___—% De- 
bentures, Series due 1983, which will be issued under an 
Indenture to be dated as of October 15, 1974, between 
National and Irving Trust Company, trustee, as supple- 
mented by a first supplemental indenture thereto. None of 
the new debentures shall be redeemed prior to October 15, 
1979, if such redemption is for the purposes of their re- 
funding through the use of funds borrowed at a lower 
effective interest cost. National proposes to use the pro- 
ceeds from the sale of the debentures to make long-term 
installment loans to Distribution Corporation aggregating 
$14,000,000 and to Supply Corporation aggregating 
$6,000,000 at an interest rate per annum equal to the 
effective cost of money incurred by National, rounded 

to the next highest multiple of 1/10 of 1%. Of the 
$20,000,000 proceeds thus received by them, the sub- 
sidiaries will use $18,500,000 to prepay an equal amount 
of their notes maturing December 31, 1974, held by Na- 
tional and the balance of $1,500,000 toward their 1974 
construction program. National, in turn, will use the 
$18,500,000 thus received from the subsidiaries to pre- 
pay $14,500,000 of notes maturing December 31, 1974, 
held by Chase, and $4,000,000 to pay off outstanding 
commercial paper. 


The fees and expenses in connection with the proposed 
debentures are estimated at $85,000, including legal fees 
of $22,500 and auditor’s fee of $6,500. The New York 
Public Service Commission has authorized the issuance 
and sale of the long-term notes by Distribution Corpora- 
tion. No other State or Federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed by Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18526), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found, with respect to the above-des- 
cribed transactions, that the applicable provisions of the 
Act and rules promulgated thereunder are satisfied and 
that no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of investors 
and consumers that the amended application-declaration 
in respect of said transactions be granted and permitted 

to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the above-described proposed transactions, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 18584/October 1, 1974 
In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5542) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF NOTES TO BANKS AND DEALER IN COM- 
MERCIAL PAPER AND GRANTING EXCEPTION 
FROM COMPETITIVE BIDDING 


Utah Power & Light Company (‘Utah’), an electric utility 
company and a registered holding company, has filed an 
application-declaration with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act”), and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transactions. 


Utah proposes to issue and sell, from time to time prior 

to September 30, 1975, short-term notes in the form of 
commercial paper and notes to banks, in an aggregate 
amount not exceeding $80,000,000 at any one time out- 
standing. The determination of the type of note to be 
issued will be based on achieving the lowest net effective 
cost of the borrowings to Utah, the ability of the market 
to absorb Utah’s commercial paper in the amount required, 
Utah’s need to regularly incur bank borrowings and issue 
commercial paper and the ability of Utah to draw upon 
these sources of funds. Utah intends to utilize the pro- 
ceeds of the sale of its notes for construction expenditures 
estimated to be approximately $99,000,000 for 1974 and 
$202,000,000 for 1975. Utah anticipates repaying the 
notes through the issue and sale of long-term debt and 
equity securities and through internally generated funds. 


The proposed bank notes will mature not more than nine 
months after the date of issue, and will provide for pay- 
ment in whole or in part at any time without penalty or 
premium. The notes will bear interest at the prime com- 
mercial rate then in effect for unsecured loans at the bank 
in which the note is issued, and any change in such rate 
shall become effective on date of the changes in the prime 
commercial rate at the bank to which the note is issued. 
Utah anticipates that it will be able to obtain lines of 
credit for the proposed borrowing with the fourteen 
commercial banks listed below up to the maximum 
amount indicated for each bank. Utah states that there 
are no specific compensating balances required by the lend- 
ing banks, that a normal level of working capital is main- 
tained by Utah to meet its cash needs and that such work- 
ing capital is kept in the lending banks in approximate 
proportion to the lines of credit used by Utah in each 
bank. Such working capital has recently averaged 15% 

of the lines of credit maintained with the banks, and 
assuming a prime rate of interest of 12% and assuming 
that the balances maintained were required as compen- 
sating balances, the effective cost of the notes would be 
approximately 14%. 
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Maximum Amount 


Name of Bank to be Borrowed 





The Continental Bank and Trust 





Company, Salt Lake City, Utah $ 600,000 

First Security Bank of Utah, N.A. 

Salt Lake City, Utah 5,500,000 

Walker Bank & Trust Company, 

Salt Lake City, Utah 3,000,000 

Zions First National Bank, 

Salt Lake City, Utah 2,500,000 

United Bank of Denver, 

Denver, Colorado 3,500,000 

Bank of Utah, 

Ogden, Utah 300,000 

Commercial Security Bank, 

Ogden, Utah 1,200,000 

First Security State Bank, 

Salt Lake City, Utah 300,000 

Valley Bank & Trust Company, 

South Salt Lake, Utah 800,000 

The Chase Manhattan Bank, N.A. 

New York, New York 17,000,000 

Morgan Guaranty Trust Company 

of New York, New York, N. Y. 14,700,000 

Mellon National Bank and Trust 

Company, Pittsburgh, Pennsylvania 14,600,000 

Harris Trust and Savings Bank, 

Chicago, Illinois 8,000,000 

Irving Trust Company, 

New York, New York 8,000,000 
Total $ 80,000,000 


The proposed commercial paper will be in the form of 
promissory notes with varying maturities not to exceed 
nine months, will be issued in denominations of not less 
than $100,000 and will not be prepayable prior to ma- 
turity. The commercial paper will be sold by Utah 
directly to a dealer in commercial paper; however, no 
commercial paper will be issued having a maturity of more 
than 60 days at an effective interest cost that exceeds the 
effective interest cost at which Utah could borrow from 
banks, unless Utah finds it impractical to do otherwise. 
No commission or fee will be payable in connection with 
the issue and sale of commercial paper. The dealer will 
reoffer and sell the commercial paper at a discount rate 
of 1/8 of 1% per annum less than the prevailing discount 
rate to Utah to not more than 200 customers of the 
dealer identified and designated in a list (non-public) pre- 
pared in advance by the dealer. No additions will be made 
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to such list of customers without the approval of this 
Commission. No sale will be made to any purchasers 
unless and until such purchasers have received a current 
report of the financial condition of Utah. It is expected 
that such commercial paper will be held to maturity by 
the purchasers, but, if any such purchaser wishes to re- 
sell prior to maturity, the dealer will repurchase the paper 
for resale to others on said list of customers. 


Utah requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper. Utah states that the proposed com- 
mercial paper notes will have a maturity of nine months 
or less, that current rates for commercial paper for such 
prime borrowers as Utah are published daily in financial 
publications and that it is not practical to invite bids for 
the purchase of commercial paper. Utah also requests 
authority to file certificates under Rule 24 on a quarterly 
basis with respect to the issue and sale of notes hereafter 
consummated pursuant to this proceeding. 


Utah states that the Idaho Public Utilities Commission has 
authorized the proposed transaction and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed tran- 
sactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18548) and no hearing has been requested of or order- 
ed by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of in- 
vestors and consumers that said application-declaration, 
as amended, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certificates 
thereunder is extneded as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18585/October 1, 1974 


In the Matter of 
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OHIO POWER COMPANY 











Canton, Ohio 44701 


(70-5350) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS 


Ohio Power Company (‘Ohio’), an electric utility subsi- 
diary company of American Electric Power Company, Inc., 
a registered holding company, has filed with this Com- 
mission post-effective amendments to its application pre- 
viously filed in this matter pursuant to Section 6(b) of 

the Public Utility Holding Company Act of 1935 (’Act’’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


By orders dated June 29, 1973, September 18, 1973, 
April 8, 1974, June 10, 1974, and July 5, 1974 (Holding 
Company Act Release Nos. 18018, 18100, 18367, 18444, 
and 18482), the Commission granted Ohio's application 
requesting that until December 31, 1974, the exemption 
from the provisions of Section 6(a) of the Act afforded 

to it by the first sentence of Section 6(b) of the Act, re- 
lating to the issue of short-term notes, be increased to 

the extent necessary to cover the issuance and sale of 
notes to 67 banks and to dealers in commercial paper in 
an aggregate amount not to exceed $215,000,000 out- 
standing at any one time, including short-term notes with 
an aggregate amount of $133,165,000 presently outstand- 
ing. The notes are to be issued from time to time prior to 
December 31, 1974, as funds are required, provided 

that none of the notes will mature later than June 30, 
1975. 


Ohio now proposes to issue and sell such short-term notes 
to 70 banks in an aggregate amount of $166,665,000. 
Each note payable to a bank to be issued by Ohio will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days after the date of 
issuance or renewal thereof. Ohio will issue and sell such 
short-term notes in an aggregate amount of $5,000,000, 
$10,000,000, and $1,500,000 to Mellon Bank, the Cleve- 
land Trust Company and First National Bank of Mansfield 
(Ohio), respectively. Ohio will not pay any fees or charges 
in connection with the issuance and sale of such notes. 
Ohio will be required to maintain compensating balances 
of 10% regarding the bank lines made available by Mellon 
Bank or Cleveland Trust and 5% regarding bank lines 

made available by the Mansfield Bank and additional com- 
pensating balances of 10% on the amount of any borrow- 
ings from each bank. If the full amount were borrowed 
from Mellon Bank or Cleveland Trust, the effective inter- 
est cost to Ohio would be 15% assuming a prime commer- 
cial rate of 12% and approximately 14% in the case of 
borrowings from the Mansfield Bank. 


Ohio also proposes to increase the aggregate amount from 
$10,000,000 to $25,000,000 for the issuance and sale of 


such short-term notes to Morgan Guaranty Trust Company. 


Ohio will be required to maintain compensating balances 
of 10% regarding the additional $15,000,000 of the bank 
lines made available by Morgan Guaranty Trust Company 


} and additional compensating balances of 10% on the 





amount of any borrowings from this bank. If the full 
amount were borrowed from this bank, the effective inter- 
est cost to Ohio would be 15%. 


No change is being requested in the total amount of short- 
term borrowings that the Commission has authorized Ohio 
to incur, but merely changes the amount of such short- 
term borrowings to be made in the form of borrowings 
from banks. 


The proceeds from the issue and sale of the notes will be 
used by Ohio to reimburse its treasury for past expendi- 
tures made in connection with its construction program 
and to pay part of the cost of its future construction 
program. Such construction expenditures for 1974 is 
estimated to total $220,000,000. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the the interest of investors and consumers 
that said application, as now amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
now amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18586/October 1, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5332) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASING THE MAXIMUM 
AMOUNT OF SHORT-TERM INDEBTEDNESS, THE 
ISSUE AND SALE OF NOTES TO BANKS AND TO 
DEALERS IN COMMERCIAL PAPER AND EXCEPTION 
FROM COMPETITIVE BIDDING 
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NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“1&M"’), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed with this Commission 
post-effective amendments to its application previously filed 
in this matter, pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act’’) designating Section 6(b) of 

the Act and Rule 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested per- 
sons are referred to the application as now amended, which 
is summarized below, for a complete statement of the pro- 
posed transactions. 


By orders dated June 29, 1973, June 7, 1974, June 11, 
1974 and July 5, 1974 (Holding Company Act Release Nos. 
18014, 18445, 18453 and 18479), this Commission, among 
other things, authorized the issuance and sale of short-term 
notes by 1&M to 38 banks which have agreed to purchase 
up to $135,387,500. At the time of said orders, the maxi- 
mum amount of short-term indebtedness which 1&M auth- 
orized to incur at any one time was $125,000,000. 


It is now proposed that 1&M incur short-term indebtedness 
in an aggregate amount not to exceed $150,000,000. In 

no event would the borrowings by |&M of short-term funds 
through the issuance and sale of notes to banks and com- 
mercial paper to dealers in commercial paper exceed the 
maximum amount allowable both under |&M'’s Articles of 
Acceptance and the consent granted by 1&M’s Cumulative 
Preferred stockholders permitting an increase in the amount 
of unsecured short-term debt that 1&M could incur, which 
maximum amount as of June 30, 1974 was approximately 
$175,000,000. 


Each note payable to a bank to be issued by |&M will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days after the date of 
issuance or renewal thereof. The notes are to be issued 
from time to time prior to December 31, 1974, as funds 
are required, provided that none of the notes will mature 
later than June 30, 1975. 


Each note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that 1&M will not 

pay any fees or charges to any of such banks in connection 
with the issuance and sale of the notes. Sufficient bank bal- 
ances to meet operating and financial needs are kept at the 
banks to satisfy any compensating balance requirements of 
such banks in connection with the borrowing. If the aver- 
age of such bank balances were maintained solely in order 
to fulfill the prevailing compensating balance requirements 
of such banks, generally between 15% and 20%, the effec- 
tive interest cost to 1&M of issuance and sale of such notes 
to banks, assuming a 12% prime interest rate, would range 
between 14% and 15%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with 

no maturity more than 270 days after the date of issue; 
none will be prepayable prior to maturity. The commercial 
Paper notes will be sold directly to not more than two 
dealers at a discount not in excess of the discount rate 
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per annum prevailing at the time of issuance for commer- 
cial paper of comparable quality and maturity. No com- 
mercial paper notes will be issued having a maturity more 
than 90 days at an effective interest cost which exceeds 
the effective interest cost at which 1&M could borrow from 
banks. The dealers will reoffer the commercial paper notes 
to not more than 100 of their customers identified and 
designated in a list (nonpublic) prepared in advance. It is 
expected that 1&M.s commercial paper notes will be held 
by each dealer’s customers to maturity but if the customers 
wish to resell prior to maturity, the dealer, pursuant to a 
verbal repurchase agreement, will repurchase the notes and 
reoffer them to others in its group of 100 customers. 


1&M also proposes to increase in an aggregate amount from 
$10,000,000 to $25,000,000 the issuance and sale of such 
short-term notes to Morgan Guaranty Trust Company. 
1&M will be required to maintain compensating balances 
of 10% regarding the additional $15,000,000 of the bank 
lines made available by Morgan Guaranty Trust Company 
and additional compensating balances of 10% on the 
amount of any borrowings from this bank. If the full 
amount were borrowed from this bank, the effective in- 
terest cost to 1&M would be 15%. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale 
of its commercial paper pursuant to paragraph (a) (5) 
thereof on the grounds that it is not practicable to invite 
competitive bids for commercial paper. 1&M also requests 
authority to file certificates under Rule 24 with respect 

to the issue and sale of commercial paper hereafter con- 
summated pursuant to this proceeding on a quarterly basis. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debts presently out- 
standing and to pay part of the cost of its future con- 
struction program. Such construction expenditures for 
1974 is estimated to total $150,000,000. The application 
states that, unless otherwise authorized by the Commis- 
sion, all of the short-term debt of 1&M will be retired prior 
to June 30, 1975, from internal cash resources, debt or 
equity financing, or cash capital contributions. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE iS FURTHER GIVEN that any interested per- 
son may, not later than October 24, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issue of fact or law raised by said post-effective amend- 
ments to the application which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion, as now amended or as it may be further amended, 
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may be granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18587/October 1, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5351) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS 


Appalachian Power Company (‘Appalachian’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
with this Commission a sixth post-effective amendment to 
the application previously filed in this matter, pursuant to 
Section 6(b) of the Public Utility Holding Company Act of 
1935 (‘“Act’’) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, and August 23, 1974 (Holding Com- 
pany Act Release Nos. 18015, 18348, 18448, 18480 and 
18543), this Commission, among other things, authorized 
the issuance and sale of short-term notes by Appalachian 
to 89 banks which have agreed to purchase up to $137,- 
423,000. At the time of said orders, the maximum amount 
of the total borrowings of short-term indebtedness which 
Appalachian could incur at any one time could not exceed 
$150,000,000. 


Appalachian now proposes to increase the amount of 
borrowings that can be made from Morgan Guaranty Trust 
Company from $10,000,000 to $25,000,000. The number 
of banks from which borrowings are to be made will re- 
main unchanged at 89, but the maximum aggregate amount 
of such borrowings will be increased from $137,423,000 

to $152,423,000. However, the total borrowings from all 
banks will at no time exceed the total amount ($150,000,- 
000) authorized for all short-term borrowings. 





Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences and will mature not more than 270 days after 
the date of issuance or renewal thereof. The notes will be 
issued from time to time prior to December 31, 1974, as 
funds are required, provided that none of the notes will 
mature later than June 30, 1975. Each note issued by 
Morgan Guaranty Trust Company will bear interest no 
greater than the prime rate of commercial banks at the 
time of issuance or in effect from time to time and will 
be prepayable at any time without premium or penalty. 
Appalachian will be required to maintain a compensating 
balance of 10% regarding the additional $15,000,000 of 
the bank lines made available by Morgan Guaranty Trust 
Company and an additional compensating balance of 10% 
on the amount of any borrowings from this bank. If the 
full amount were borrowed from this bank, the effective 
interest cost to Appalachian would be approximately 3% 
above the current prime commercial rate of 12% or about 
15%. No change is requested in the total amount of short- 
term borrowings that the Commission has authorized 
Appalachian to incur. 


The proceec’s from the issuance and sale of the notes will 
be used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction pro- 
gram and to pay part of the cost of its future construction 
program. Such construction expenditures for the year 1974 
is estimated to total $105,000,000. The application states 
that, unless otherwise authorized by the Commission, all 

of the short-term debt of Appalachian will be retired by 
June 30, 1975, from internal cash resources, debt or 
equity financing, or cash capital contributions. 


The Virginia State Corporation Commission has authorized 
the transaction proposed by Appalachian. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed tran- 
saction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application, as now 
amended, be granted: 


iT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18588/October 1, 1974 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5338) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS 


American Electric Power Company, Inc. (““AEP’’), -a regis- 
tered holding company, has filed with this Commission 
post-effective amendments to its application-declaration 
in this proceeding pursuant to Sections 6(b) and 12(b) 

of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 45 and 50(a)(5) promuigated there- 
under regarding the following proposed transactions. 


By orders dated June 29, 1973, June 11, 1974, and July 5, 
1974 (Holding Company Act Release Nos. 18013, 18449, 
and 18481), the Commission, among other things, auth- 
orized the issuance and sales, from time to time prior to 
December 31, 1974, of short-term notes (including com- 
mercial paper) in an aggregate amount of not more than 
$150,000,000 to be outstanding at any one time. None of 
such notes shall mature later than June 30, 1975. The 
amount of bank notes and commercial paper to be out- 
standing includes any such previously authorized notes 
which may be outstanding. 


AEP now proposes to issue and sell such short-term notes 
in an aggregate amount of $7,000,000 and $5,000,000 to 
Melion Bank and The Cleveland Trust Company, respec- 
tively, and to increase the aggregate amount of short-term 
borrowings from Morgan Guaranty Trust Company from 
$10,000,000 to $25,000,000. The notes will bear interest 
not greater than the prime commercial rate then in effect, 
will mature not more than 270 days from the date of issue 
or reissue thereof, and will be prepayable at any time with- 
out premium or penalty. AEP will be required to maintain 
compensating balances of 10% of the amount of the bank 
lines made available by these banks and additional com- 
pensating balances of 10% on the amount of the actual 
borrowings. If the full amount were borrowed from these 
banks, the effective interest cost to AEP would be 3% 
above the current prime commercial rate of 12% or 15%. 
No change in the aggregate amount of short-term borrow- 
ings previously authorized is requested. 


The proceeds from the sale of the short-term notes are to 
be applied by AEP, together with other funds, to make 
additional investments in certain of its public-utility sub- 
sidiary companies to assist them in financing the costs of 
their respective construction programs. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby found 
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that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as now amended, be granted and permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as now amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18589/October 1, 1974 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5538) 


ORDER RELEASING JURISDICTION OVER PROPOSED 
CASH SINKING FUND 


By Order dated September 19, 1974 (Holding Company 
Act Release No. 18570), Utah Power & Light Company 
(“Utah”), an electric utility company and a registered 
holding company, was authorized to issue and sell up to 
$40,000,000 principal amount of its new first mortgage 
bonds (“‘bonds”’) at competitive bidding. 


in said Order of Septernber 19, 1974, jurisdiction was re- 
served with respect to “‘any cash sinking fund for the 
bonds.” Utah has now filed an amendment stating that the 
bonds will have a 1% sinking or improvement fund which 
may be met with cash, bonds or property additions. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that, with regard to the 
cash sinking fund, the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and tht it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that the jurisdiction heretofore reserved with respect to 
the possible cash sinking fund be released: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended as above indicated, be and it hereby is granted 






















SED 

















and permitted to become effective forthwith with respect to 
the proposed cash sinking fund, subject to the terms and 
conditions provided in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that the jurisdiction hereto- 
fore reserved with respect to the possible cash sinking 
fund be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18590/October 1, 1974 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 


(70-5538) 
ORDER RELEASING JURISDICTION 


By order dated September 26, 1974, in this proceeding 
(Hoiding Company Act Release No. 18580), Utah Power & 
Light Company (““Utah’’), an electric utility company and 
aregistered holding company, was authorized to issue 

and sell common stock and was granted an exception from 
Rule 50. Jurisdiction was reserved with respect to the num- 
ber of shares and terms and conditions of the sale, includ- 
ing the price to Utah and the underwriters’ compensation. 


Utah has filed an amendment in this proceeding informing 
the Commission that Utah has executed a contract, subject 
to approval of this Commission, with the underwriting 
group which has been formed to market Utah’s common 
stock. The underwriting syndicate has contracted to pur- 
chase for public redistribution 1,000,000 shares of Utah’s 
common stock. The public offering price will be $22.25 
per share and the underwriter’s compensation will be 

$1.41 or 6.34% of the public offering price. The selling 
commission to dealers will be $.85 per share. As of the 
close of trading on the New York Stock Exchange, Inc. 

on September 30, 1974, the closing price of Utah’s com- 
mon stock was $22.25. 


The amendment and the underwriting contracts it em- 

bodies specify the consideration to be received by Utah 

for the sale of its common stock and the compensation to 

be received by the underwriters. The proposed underwriters’ 
compensation has been compared with a study of the under- 
writing costs incurred by electric public utility companies 
and holding companies (including such companies which 
also have gas utility operations), whether or not subject to 
the Act, which have offered common stock to the public 


since January 1, 1973. The recent market history of both 


the common shares of Utah and of the other companies 
in the electric utility industry has also been examined, 
together with the relevant qualitative factors affecting 
each such issue. Particular attention has been paid to pre- 
vailing underwriting charges established by competitive 
bidding in recent months, giving due weight to the ad- 
verse effect of declining market prices per share upon the 
percentage relationship between the aggregate proceeds 
of the offering and the costs of marketing it. 


It is found that, under current market conditions, both 
the price to be received by Utah and the underwriting 
compensation provided for in the contracts proposed for 
the sale of this issue are reasonabie and that all of the 
requirements of the Act and of the rules thereunder, in- 
cluding the requirements of Section 7(d), are satisfied. 


IT 1S ORDERED that the jurisdiction reserved in the Order 
of September 26, 1974, over the number of shares to be 
offered by Utah and over the terms and conditions of 

such offering be and the same hereby is released and that 
the proposed transaction may be consummated, without 
further order, subject to the provisions of Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18591/October 1, 1974 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-5532) 


ORDER APPROVING AGREEMENT WITH COUNTIES 
FOR CONSTRUCTION OF POLLUTION CONTROL 
EQUIPMENT FINANCED BY SALE OF REVENUE 
BONDS; SALE TO COUNTIES OF EXISTING POLLU- 
TION CONTROL FACILITIES; EXCEPTION FROM 
COMPETITIVE BIDDING 


Gulf Power Company (“Guilf’’), an electric utility subsi- 
diary company of The Southern Company, a registered 
holding company, has filed an application-declaration, 
and amendments thereto, with this Commission pursuant 
to Sections 6(b), 9(a) and 12(d) of the Public Utility 
Holding Company Act of 1935 (““Act’”’) and Rule 50(a) (5) 
promulgated thereunder regarding the proposed trans- 
actions. 
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Gulf owns electric generating plants located in Escambia, 
Bay and Jackson Counties, Florida (“‘Counties”). In order 
to comply with environmental control standards with re- 
spect to air and water quality, Gulf has and will undertake 
to construct certain facilities (“Projects”) at these plants 
solely for this purpose. The total cost of the Projects is 
presently estimated not to exceed $23.3 million. 


To finance the Projects, Gulf proposes to enter into Install- 
ment Sales Agreements (“Agreements”) with the Counties 
which will provide for the acquisition, construction and 
equipping of the Projects by the Counties, and the issu- 
ance by the Counties, pursuant to indentures (‘‘Inden- 
tures”) to be entered into between the Counties and an 
indenture trustee (“Trustee”), of its pollution control 
revenue bonds (“Pollution Bonds”), in an amount not to 
exceed $23.3 miltion. Of such aggregate amount, $8,000,- 
000 will be issued by Escambia County, $12,000,000 by 
Bay County and $3,300,000 by Jackson County. The 
proceeds of the sale of Pollution Bonds will be deposited 
by the Counties with the Trustee and will be applied to the 
payment of the cost of construction (as defined in the 
Agreements) of the Projects. 


it is further proposed, and the Agreements provide, that 
the Projects will be sold to Gulf, the purchase price to be 
paid in semi-annual installments over a period of 30 years. 
The purchase price shall be in an amount sufficient to pay 
the principal and interest on the Pollution Bonds as such 
amounts become due and payable. Gulf may prepay the 
purchase price (a) in whole or in part, at Gulf’s option, at 
any time after ten years from the date of issuance of the 
Pollution Bonds, subject to payment of a premium equal 
to 3% of the principal amount in the eleventh year and 
declining thereafter by % of 1%, and (b) in whole, at Gulf’s 
option in certain other specified instances, without pre- 
mium. 


In order to obtain the benefit of a rating for the Pollution 
Bonds equivalent to the rating enjoyed by the first mort- 
gage bonds outstanding under Gulf’s bond indenture 
(“Mortgage”), Gulf proposes to issue a series of such first 
mortgage bonds (“Collateral Bonds’’) under the Mortgage, 
pursuant to a supplemental indenture (““Supplemental 
Mortgage”’). The Collateral Bonds, to be issued in a prin- 
cipal amount (not exceeding $23,300,000) equal to the 
principal amount of the Pollution Bonds, will be deposited 
with the Trustee as security for Gulf’s obligations under the 
Agreements. The Collateral Bonds will have a stated interest 
rate equal to the interest rate per annum to be borne by 

the Pollution Bonds, will mature on the maturity date of 
such Pollution Bonds, and will be non-transferable. The 
Supplemental Mortgage wil! provide, however, that until 
the Trustee shall have demanded mandatory redemption 

of the Collateral Bonds, no interest in respect of the 
Collateral Bonds shall be payable; and that upon accelera- 
tion of Pollution Bonds then outstanding by the Trustee, 
he may demand the mandatory redemption of the Collateral 
Bonds at a price equal to the principal amount thereof plus 
accrued interest, if any, to the date fixed for redemption. 


The Indentures will provide that, upon deposit of funds 
with or direction to the Trustee by Gulf to apply available 
funds, or upon delivery of outstanding Pollution Bonds 
sufficient to pay or redeem all or any part of the Pollution 
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Bonds, the Trustee will be obligated to deliver to Gulf 
Collateral Bonds in an aggregate principal amount equal 
to that amount of Pollution Bonds for the payment or 
redemption of which such funds have been deposited or 
applied or which shall have been so delivered. 





It is stated that the Pollution Bonds are expected to be mar- | 
keted pursuant to an arrangement between the Counties and 

a group of underwriters represented by Kidder Peabody & Co. 
Incorporated. In accordance with the laws of the State of 
Florida, the interest rate thereon will be fixed by the Counties, 
and the terms and sale of the Pollution Bonds must be satis- 
factory to Gulf, although Gulf will not be a party to the un- 
derwriting arrangement. The terms of the Pollustion Bonds 
contain sinking fund provisions, which, in the aggregate, will 
retire at least twenty-five percent of the original issue by its 
final maturity date. Gulf further states that it is expected 

that the interest pyaable on the Pollution Bonds will be ex- 
empt, by ruling of the Internal Revenue Service, from feder- 
al income taxation. It is not possible to ascertain in advance 
precisely the interest rate which may be obtained in connec- | 
tion with the issuance of the Pollution Bonds, but Gulf is ad- 
vised that tax-exempt bonds of like quality and tenor have 
historically carried an annual interest rate approximately 

one and one-half to two and one-half percent lower than 
comparable taxable long-term corporate bonds. 


In order to comply with provisions of Florida law authoriz- 

ing the Counties to issue its revenue bonds for the purposes 
heretofore described, Gulf will be obligated to convey to 
the Counties such existing pollution control facilities as 

are now owned by Gulf, subject to the Mortgage. The 
Agreements provide that Gulf will receive, out of the pro- 

ceeds of the Pollution Bonds, an amount equal to Gulf’s 

original cost for such existing facilities, which, upon con- 
veyance to the Counties, will become a part of the Pro- 

jects which Gulf proposes to purchase as provided in the 
Agreements. | 


For financial and accounting reporting purposes, the in- 
debtedness of Gulf under the Collateral Bonds will be 
capitalized. The fees, commissions and expenses paid or 
incurred, or to be paid or incurred, in connection with the 
proposed transactions will aggregate $94,400, which in- 
cludes an accountant’s fee of $19,800 and an attorney’s 

fee of $28,500. The Florida Public Service Commission | 
has jurisdiction over, and has expressly authorized, the 

issuance of Gulf’s Collateral Bonds and the assumption by 

Gulf of its obligations under the Agreements. The issuance 

and delivery of its Collateral Bonds to the Counties is ex- 
empted from the competitive bidding requirements of Rule 

50 by reason of clause (a)(5) thereof inasmuch as they are 

to be issued and delivered solely to secure Gulf’s obliga- 

tions to the Counties and no public offering by Gulf is | 
to be made. No other State commission and no Federal 
commission, other than this Commission, has jurisdiction 

over the proposed transactions. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated, under the Act (Holding Company Act 
Release No. 18531), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
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appropriate in tne public interest and in the interest of 
investors and consumers, that said application-declaration, 
as arnended, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to (i) the semi-annual in- 
stallment payment obligations to be undertaken by Gulf 
pursuant to the proposed Agreements with the Counties, 
and (ii) the interest rate to be borne by Gulf’s Collateral 
Bonds, insofar as the foregoing matters are affected by the 
effective interest rate or rates of the Pollution Bonds to be 
sold by the Counties in connection with the transactions 
proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18592/October 2, 1974 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5559) 


NOTICE OF FILING OF APPLICATION REGARDING 
PROPOSED LOAN AGREEMENT AND THE ISSUANCE 
OF A FIRST MORTGAGE BOND AND REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, and 
its electric utility subsidiary, Metropolitan Edison Company 
(““Met-Ed’’), have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6(a), 6(b), 
7 and 12 of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, which 
is summarized below, for a complete statement of the pro- 
posed transaction. 





Met-Ed proposes to enter into a loan agreement with the 
Small Business Administration of the United States (the 
“SBA") for the purpose of borrowing $2,330,000 for 
repairs and replacements to its property and equipment 
damaged by Hurricane Agnes in June 1972, of which 
$2,500 ot the principal balance will be forgiven by the 
SBA. As security for the loan, which was authorized by the 
SBA on June 15, 1973 under the Disaster Relief Act of 
1969, Met-Ed would issue to the SBA a first mortgage bond 
in the principal amount of $2,327,500 (the “Bond’’). The 
Bond would be issued under the Indenture, dated as of 
November 1, 1944, between Met-Ed and Guaranty Trust 
Company of New York (now Morgan Guaranty Trust 
Company of New York), Trustee, as heretofore supple- 
mented and amended and to be further supplemented and 
amended by a Supplemental Indenture to be executed and 
delivered in connection therewith. The Bond would bear 
interest at the rate of 1% per annum on the unpaid prin- 
cipal balance, and Met-Ed would pay the principal and 
interest thereon in equal monthly installments of approxi- 
mately $21,225 commencing six months following con- 
summation of the loan with the last such installment being 
payable ten years from the date of the loan. The Bond 
would be prepayable at any time without premium or 
penalty. As further security for the SBA loan, GPU pro- 
poses to enter into an agreement with the SBA uncondi- 
tionally guaranteeing Met-Ed’s payment of principal and 
interest on the loan. 


Met-Ed requests an exception from the competitive bidding 
requirements of Rule 50 pursuant to subparagraph (a) (5) 
thereof in view of the 1% annual interest rate to be charged 
by the SBA with respect to the proposed borrowing from 
the SBA by Met-Ed. 


The entire proceeds realized from the proposed borrowing 
will be used by Met-Ed to finance replacements and repairs 
to its property and equipment or to reimburse Met-Ed’s 
treasury for expenditures therefrom for such purposes. 


The fees and expenses to be paid by Met-Ed in connection 
with the transaction, including legal fees, will be supplied 
by amendment. It is stated that the Pennsylvania Public 
Utility Commission has jurisdiction over Met-Ed’s proposed 
borrowing from the SBA and Met-Ed’s issuance of the Bond 
and that no other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 25, 1974, request in 
writing that a hearing be held on such matter stating the 
nature of his interest, the reasons for such request, and 

the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
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may be amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 

as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, inctuding the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


Georye A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18593/October 2, 1974 


In the Matter of 


ALLEGHENY PITTSBURGH COAL COMPANY 
Greensburg, Pennsylvania 15601 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 15601 


(70-5519) 


ORDER AUTHORIZING PROPOSED SALE OF 50% OF 
SUBSIDIARY COAL COMPANY’S COMMON STOCK 
TO TWO OTHER SUBSIDIARIES, PROPOSED OPEN 
ACCOUNT ADVANCES TO COAL COMPANY AND 
PROPOSED PURCHASE OF COAL MINE BY COAL 
COMPANY 


The Potomac Edison Company (“PE”), Monongahela 
Power Company (“Monongahela”) and West Penn Power 
Company (“West Penn”), electric utility subsidiary com- 
panies of Allegheny Power System, inc., (“APS"’), a re- 
gistered holding company, and Allepheny Pittsburgh Coal 
Company (‘‘AP Coal”), a subsidiary of West Penn, have 
filed an application-deciaration, and amendments there- 
to, with this Commission pursuant to Sections 6, 7, 9(a), 
10 and 12(b) and (f) of the Public Utility Holding Com- 
pany Act of 1935 (“Act’’) and Rule 43(a) promulgated 
thereunder regarding the following proposed transactions. 


Applicants-declarants propose a series of transactions de- 
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signed to enable AP Coal to exercise an option to pur- 
chase a coal mine near Cowen, West Virginia, (“Cowen 
Mine’) and to reallocate the ownership of AP Coal. { 


AP Coal, a Pennsylvania corporation, now has as its entire 
capitalization 10,000 shares of common stock (par value 
$0.05) issued and outstanding, all of said shares presently 
being owned by West Penn. AP Coal’s principal asset is a 
coal reserve acquired in 1971 and its principal liability is 
an obligation to West Penn in the amount of $2,955,000 
outstanding as of June 30, 1974. The coal reserve is be- 
ing held as a coal supply for a future APS station to be 
owned by West Penn, Monongahela and PE as tenants in 
common. Except for holding this reserve, AP Coal is an 
inactive company. 


It is now proposed that West Penn sell 2,500 shares of the 
AP Coal common stock to PE and 2,500 shares of such 
stock to Monongahela. The price of the stock to be paid 
to West Penn will be the underlying book value of the 
shares. Following these proposed sales of stock, West Penn 
would own 50% of AP Coal common stock and PE and 
Monongahela would each own 25% of such stock. West 
Penn will indemnify PE and Monongahela for any claims 
arising out of past operations of AP Coal to the extent 
such claims exceed reserves for the claims on the AP Coal 
books on the closing date. 


Following the proposed reallocation of ownership in AP 

Coal, it is proposed that West Penn, PE and Monongahela 
make open account advances to AP Coal in the total ag- 
gregate amount of up to $14,000,000. Each of these | 
companies will make open account advances in proportion 4 
to their ownership in AP Coal, so that West Penn would Q 
advance up to $7,000,000 and Monongahela and PE would 
each advance up to $3,500,000 to AP Coal. 


The open account advances will be made for a period not 
to exceed 60 days from October 1, 1974, or until such 
time as this Commission authorizes permanent financing 
for AP Coal, and will bear interest at a rate equal to each 
owner company’s interest cost from time to time of short- 
term borrowings. The open account advances are to be 
prepayable at any time without premium or penalty. 


AP Coal will utilize up to $7,000,000 of the open account 
advances as a down payment on purchase of the Cowen 
mine and to purchase related mining equipment. The Cowen 
mine will be purchased under terms of an option agreement 
(“option”) from Ernest A. Desrosiers, Wilfred Desrosiers, 
Leo C. Desrosiers and Raymond C. Desrosiers (partners 
trading and doing business as Desrosiers Brothers) (“‘sell- 
ers’’). The option may be exercised on or before October 1, 
1974, upon payment of a nominal consideration. 


It is stated that the sellers have the right to mine the coal 
from the Cowen reserve through fee ownership in some of 
the coal bearing lands and through leasehold interests in 
mineral and surface rights. The total price to be paid for 
all these sellers’ interests in the Cowen mine and for the 
mining equipment is $28,500,000, $1,000,000 of which is 
for the equipment. The option requires that AP Coal make 
an initial payment of $7,000,000 ($1,000,000 of whichis 
for the equipment) on or before March 31, 1975, with the § 
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balance to be paid in 40 equal quarterly installments. The 
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definitive sales agreement provides that part of each install- 
ment represents interest on the unpaid balance at the rate 
of 4% per annum. 


In addition, AP Coal proposes to acquire the aforesaid 
mineral and surface rights owned by certain individuals and 
presently leased to the sellers. Each of the ownersof these 
mineral and surface rights have contracts to sell their inter- 
ests to the sellers on various dates subsequent to October 1, 
1974. Pursuant to the option, sellers will assign their rights 
to AP Coal to enable AP Coal to acquire fee ownership in 
the mineral and surface rights. AP Coal proposes to acquire 
these surface and mineral rights on October 1, 1974, for an 
amount not to exceed $2,000,000, said funds to be pro- 
vided from the aforesaid open account advance. 


The balance of the open account advances are to be used 
(1) to repay the obligation of AP Coal to West Penn and 
(2) for working capital and to expand the Cowen mine. 


The Public Service Commission of West Virginia, the State 
Corporation Commission of Virginia and the Public Utility 
Commission of Pennsylvania have authorized various as- 
pects of the proposed transactions and no other state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release Nos. 
18254 and 18555), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of investors 
and consumers that said application-declaration, as amend- 
ed, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, and subject to the proviso that nothing in this order 
shall be construed as in any manner affecting the jurisdic- 
tion of any other regulatory authority with respect to rates, 
accounting or similar matters in connection with the pro- 
posed transactions and subject further to the reservation of 
jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the permanent financing 
of AP Coal, and the price to be charged by AP Coal for 
coal sales to system companies. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8519/September 27, 1974 


In the Matter of 


FOUNDERS OF AMERICAN INVESTMENT 
CORPORATION 

1000 West Sunshine Street 

Springfield, Missouri 65804 


and 
NATIONAL INVESTMENT CORPORATION, INC. 


AMERICAN INVESTORS LIFE INSURANCE 
COMPANY, INC. 

3301 Van Buren Street 

Topeka, Kansas 66611 


(812-3503) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING TRANSACTION FROM THE PROVISIONS 
OF SECTION 17(a) 


Founders of American Investment Corporation (‘“Found- 
ers”), a non-diversified, closed-end management invest- 
ment company registered under the Investment Company 
Act of 1940 (the “‘Act’’), National Investment Corpora- 
tion, Inc. (““National’’) and American Investors Life Insur- 
ance Company, Inc. (““American’’), have filed an applica- 
tion pursuant to Section 17(b) of the Act for an order of 
the Commission exempting from the provisions of Section 
17(a) of the Act the proposed sale by National to Ameri- 
can of 339,200 shares of International Investors Life In- 
surance Company, Inc. (‘International’). 


On August 20, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8468) of the filing of the application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated in the application unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is con- 
sistent with the policies of Founders and with the general 
purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section 
17(b) of the Act, that the proposed transaction as set forth 
in the application be, and it hereby is, exempted from the 
provisions of Section 17(a) of the Act. 
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For the Commission, by the Division of Investment Manage- !T IS FURTHER ORDERED that the application pursuant 
ment Regulation, pursuant to delegated authority. to Section 17(d) of the Act and Rule 17d-1 is hereby 
granted, effective forthwith. 


George A. Fitzsimmons For the Commission, by the Division of Investment Manage. 
Secretary ment Regulation, pursuant to delegated authority. 























































George A. Fitzsimmons 
Secretary 
INVESTMENT COMPANY ACT OF 1940 
Release No. 8520/September 30, 1974 
In the Matter of INVESTMENT COMPANY ACT OF 1940 
Release No. 8521/October 1, 1974 
PITTWAY CORPORATION 





333 Skokie Boulevard In the Matter of 
Northbrook, Illinois 60062 


(812-3682) PUTNAM INVESTORS FUND, INC. 
206 Franklin Street 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT Boston, Massachusetts 02110 
AND RULE 17d-1 PROMULGATED UNDER SECTION (812-3672) 
17(d) THEREOF 


Pittway Corporation (“Applicant”), a subsidiary of Stand- ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
ard Shares, Inc. (““Standard’’), a closed-end, non-diversified EXEMPTING CERTAIN TRANSACTIONS FROM 


management investment company registered under the SECTION 22(d) OF THE ACT AND RULE 22c-1 
investment Company Act of 1940 (“Act”), has filed an THEREUNDER 

application pursuant to Sections 17(b) and 17(d) of the 

Act, and Rule 17d-1 thereunder, for an order exempting On September 5, 1974, a notice was issued (Investment 


from the provisions of Section 17(a) and permitting under Company Act Release No. 8485) of the filing of an applica- | 
Section 17(d) and Rule 17d-1 an agreement between Ap- tion by Putnam Investors Fund, Inc. (“Applicant”), re- 
plicant and Metropolitan Construction Company (‘‘Metro- gistered under the Investment Company Act of 1940 
politan’”’), a wholly owned subsidiary of Metropolitan Struc- (“Act’’) as an open-end diversified management invest- 
tures, an affiliate of Applicant, under which Metropolitan ment company, pursuant to Section 6(c) of the Act for 
will construct a plant for Applicant’s BRK Electronics an order of the Commission exempting from the provisions 
Division. of Section 22(d) of the Act and Rule 22c-1 thereunder the 
: issuance of Applicant’s redeemable securities, in exchange 
On September 6, 1974, a notice (Investment Company Act —_for substantially all the assets of The Dominick Fund, Inc., | 
Release No. 8487) was issued of the filing of said applica- registered under the Act as a closed-end diversified manage- 
tion. The notice gave interested persons an opportunity to ment investment company. 

request a hearing and stated that an order disposing of the 
application would be issued on the basis of the information 
stated therein unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has not 
ordered a hearing. 


The notice gave interested persons an opportunity to re- | 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed | 


; ; ke and the Commission has not ordered a hearing. 
The matter having been considered, it is found that the terms 


of the proposed transaction are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and are consistent with the policies of Standard 

and with the general purposes of the Act. It is further found 
that the participation of Standard and Applicant is not on 

a basis different from or less advantageous than that of any 


The matter having been considered, it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


other participant. IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 


that the proposed transaction as set forth in the application _ be, and hereby is, granted, effective forthwith. 
is hereby exempted from the provisions of Section 17(a) of 
the Act. 


IT IS ORDERED, pursuant to Section 17(b) of the Act, of Section 22(d) of the Act and Rule 22c-1 thereunder 


For the Commission, by the Division of Investment Man- ° 
agement Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8522/October 1, 1974 


In the Matter of 


AMERICAN GENERAL LIFE INSURANCE 
COMPANY OF NEW YORK 


and 


AMERICAN GENERAL LIFE INSURANCE 
COMPANY OF NEW YORK 

SEPARATE ACCOUNT C 

90 Presidential Plaza 

Syracuse, New York 13202 


(812-3677) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
THE PROVISIONS OF SECTIONS 22(d), 26(a) and 27 
(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that American General Life 
Insurance Company of New York Separate Account C 
(“Separate Account C’’), a unit investment trust registered 
under the Investment Company Act of 1940 (“Act’’), and 
American General Life Insurance Company of New York 
(“Insurance Company”) (collectively ‘“Applicants”’), have 
filed an application pursuant to Section 6(c) of the Act 

for an order of the Commission exempting Applicants, to the 
extent noted below, from the provisions of Sections 22(d), 
26(a), and 27(c)(2) of the Act. All interested persons are 
referred to the application on file with the Commission for 
astatement of the representations contained therein, 

which are summarized below. 


Insurance Company, a wholly-owned subsidiary of Ameri- 
can General Life Insurance Company of Delaware, which 
isa wholly-owned subsidiary of American General Insur- 
ance Company (the ‘‘Parent’’), is a stock life insurance 
company incorporated under New York law. Separate 
Account C is a separate account of Insurance Company 
established on August 6, 1974, pursuant to New York law, 
as the facility for issuing single and periodic payment de- 
ferred, and single payment immediate, variable annuity 
contracts (the ‘“‘Contracts’’). Amounts allocated to Sepa- 
rate Account C pursuant to the Contracts will be applied 
to purchase shares of American General Growth Fund, 
Inc. (“Fund”), a diversified, open-end management in- 
vestment company registered under the Act. American 
General Management Company, Inc., a wholly-owned 
subsidiary of the Parent, is the investment adviser for the 
Fund. Persons who are registered representatives of Chan- 


4 - ning Company, Inc., another wholly-owned subsidiary of 


the Parent and a registered broker-dealer under the Securi- 
ties Exchange Act of 1934, will sell the Contracts. 


Sectic 7 22(d) of the Act provides, in pertinent part, that 
no reg stered investment company or principal underwriter 
thereo shall sell any redeemable security to the public 
except at a current offering price described in the prospec- 
tus. 


Applicants offer annuity contracts under which purchase 
payments may be accumulated on either a fixed or a vari- 
able basis or a combination of both. Deductions for sales 
and administrative expenses are made from each payment 
as described in the prospectus. Applicants request exemp- 
tion from Section 22(d) of the Act to permit sales of Con- 
tracts without sales and administrative charges when (i) 
accumulated purchase payments are transferred, not more 
than once each year, from a fixed to a variable basis, 
before the annuity payment period begins, with a $5.00 
charge for each transfer; (ii) surrender values or death 
benefits under a life insurance policy issued by Insurance 
Company are applied to the purchase of a Contract; (iii) 
proceeds payable on the death of a contract holder, under 
an annuity contract offered by Applicants, either before or 
after annuity payments have begun, and whether on a fixed 
or variable annuity basis, are applied to the purchase of a 
Contract for the beneficiary of such contract; and (iv) ac- 
cumulated values of contracts are applied at the end of the 
accumulation periods of such contracts to the purchase of 
single payment deferred Contracts then being offered by 
Insurance Company. 


Applicants state that the sales and administrative charges 
imposed upon payments accumulated on a fixed or variable 
basis are identical and that the sales and administrative 
charges imposed under Insurance Company’s life insurance 
policies are often greater than those levied under the Con- 
tracts. Applicants assert that the assessment of additional 
sales and administrative expense charges for the transfer or 
application of accumulated values or amounts payable 
under existing policies or annuity contracts for the purchase 
of Contracts would result in double or even greater fees 
being imposed upon the purchasers of such Contracts. 
Therefore, Applicants contend that no discrimination would 
result from the elimination of such charges because no pur- 
chaser would be relieved of the duty to pay some sales and 
administrative charge whether under an annuity contract 

or life insurance policy; all that is avoided is the discrimina- 
tion that results from the double payment of charges. 
Applicants represent that the elimination of sales and ad- 
ministrative charges will not result in disruptive distribution 
patterns for the Contracts. Applicants assert that a secondary 
market in Contracts cannot develop. 


Sections 26(a) and 27(c)(2), as here pertinent, provide in 
substance that a registered unit investment trust, and any 
depositor and principal underwriter for the trust are pro- 
hibited from selling periodic payment plan certificates un- 
less the proceeds of all payments other than sales load are 
deposited with a qualified bank as trustee or custodian and 
held under an indenture or agreement containing specified 
provisions. Such indenture or agreement must provide (1) 
that the trustee or custodian be a bank of designated size, 
(2) that the assets be held in trust and prescribes the charges 
which may and may not be charged against such assets, 
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(3) that the trustee or custodian may only resign in a 
specified fashion and (4) that certain records be kept and 
certain notices be given to security holders. 


Applicants request an exemption from Sections 26(a) and 
27(c)(2) to permit the Applicants to sell Contracts without 
need of an independent trustee or custodian. In support of 
such request, Applicants state that the net purchase pay- 
ments under the Contracts will be invested in the shares 

of the Fund whose assets will be held in the custody of a 
custodian meeting the requirements of Section 26(a) of 
the Act. The ownership of Fund shares by Separate Ac- 
count C will be held in an open account so that such 
ownership will be indicated only on the books of the Fund 
and Separate Account C and will not be evidenced by 
transferable stock certificates. Applicants assert that Insur- 
ance Company is subject to extensive supervision and con- 
trol by the New York Superintendent of Insurance, the 
National Association of Securities Commissioners, and the 
insurance commissioners of each state in which the Con- 
tracts will be sold. Under New York law and the terms of 
the Contracts, the assets of Separate Account C are not 
chargeable with liabilities arising out of any other business 
conducted by Insurance Company. Obligations arising 
under the Contracts as general obligations of Insurance 
Company, cannot be abrogated without violating the New 
York insurance law. Therefore, Applicants assert that such 
existing regulation of Insurance Company affords substan- 
tially the same protection contemplated by the provisions 
of Sections 26(a) and 27(c)(2) of the Act. 


Applicants have consented that the requested exemption 
from Section 26(a) and 27(c)(2) be subject to the follow- 
ing conditions: (1) that the deductions for administrative 
services shall not exceed such reasonable amounts as the 
Commission shall prescribe, the Commission reserving 
jurisdiction for such purpose, and (2) that the payment of 
sums and charges out of the assets of Separate Account C 
shall not be deemed to be exempted from regulation by the 
Commission by reason of the requested order, provided that 
Applicants’ consent to this condition shall not be deemed 
to be concession to the Commission of authority to regu- 
late the payment of sums and charges out of such assets 
other than charges for administrative services, and Appli- 
cants reserve the right in any proceeding before the Com- 
mission, or any suit or action in any court, to assert that 
the Commission has no authority to regulate the payment 
of such other sums and charges. 


Section 6(c) of the Act authorizes the Commission, upon 
application, to exempt any person from any provision of 
provisions of the Act conditionally or unconditionally if 
and to the extent such exemption is necessary or appropri- 
ate in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 25, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
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be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attorney 
at law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing said date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 





For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8523/September 30, 1974 


In the Matter of 


EQUITY GROWTH FUND OF AMERICA, INC. : 
EQUITY PROGRESS FUND, INC. 
FUND OF AMERICA, INC. 


and 


CHANNING COMPANY, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-3683) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 11(a) OF THE 
ACT TO PERMIT AN OFFER OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) FOR EXEMPTION 
FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Equity Growth Fund 

of America, Inc., Equity Progress Fund, Inc., and Fund 

of America, Inc. (collectively referred to as the ‘Equity 
Funds”), each of which is registered as an open-end di- 
versified management investment company under the 
Investment Company Act of 1940 (“‘Act’’), and Channing 
Company, Inc. (““CCI’’) (collectively referred to with the 
Equity Funds as the “‘Applicants’’) have filed an applica- 

tion for an order (1) pursuant to Section 11(a) of the Act : 
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to permit the Equity Funds to offer to exchange their shares 
for shares of American General Reserve Fund, Inc. (““AGR*’) 
on a basis other than their relative net asset value per share 
at the time of the exchange and (2) pursuant to 6(c) of the 
Act granting exemption from Section 22(d) of the Act and 
Rule 22d-1 thereunder, in connection with such exchanges. 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


CCl, as principal underwriter for each of the Equity Funds, 
maintains a continuous public offering of the shares of each 
of the Equity Funds at their respective net asset value plus 
a sales charge. The sales charge is 8.5% on purchases of less 
than $15,000 and is reduced on larger purchases. Shares of 
each of the Equity Funds may be exchanged for shares of 
any of the other Equity Funds on the basis of their rela- 
tive net asset value per share at the time of the exchange 
without any sales charge but with an exchange fee of $5 
which is payable to CCI. 


AGR is an open-end diversified management investment 
company registered under the Act. Its registration statement 
under the Securities Act of 1933 became effective on July 
12, 1974. CCI is the principal underwriter for AGR. AGR 
offers its shares to the public at an offering price equal to 
net asset value plus a sales load of 1% of the offering price. 


Each of the Equity Funds proposes to offer its shares to 
AGR shareholders in exchange for AGR shares in the follow- 
ing manner: 


(1) AGR shares acquired through a share exchange of one 
of the Equity Funds or through reinvestment of dividends 
or distributions will be exchanged for shares of any of the 
Equity Funds on the basis of their relative net asset value 
per share at the time of the exchange. 


(2) AGR shares purchased at the public offering price will 
be exchanged for shares of any of the Equity Funds on the 
basis of their relative net asset value per share at the time 

of the exchange, plus the sales charge described in the pro- 
spectus of the Equity Fund whose shares are being acquired, 
less an amount equal to the sales charge that was paid on 

the AGR shares being exchanged. 


Applicants state that as a result, a shareholder acquiring 
shares of one of the Equity Funds, through an exchange of 
shares of AGR that had been purchased, would pay approxi- 
mately the same overall sales charge that he would have 
paid had he directly purchased the shares of that Equity 
Fund, but any shareholder of AGR who acquired his 

shares of AGR through an exchange of Equity Funds 

shares would be able to re-exchange the acquired shares 

for Equity Fund shares at net asset value. The latter would 
have previously paid a normal sales load on the Equity 
Fund shares he had purchased and no further sales load 
would, therefore, be assessed on any future exchanges of 
such shares or on exchanges of shares acquired as a result 
of such exchanges. 


AGR shares may, under a previous order of the Commission, 
be exchanged for shares of Channing Bond Fund, Inc., Chan- 
ning Income Fund, Inc., Channing Securities, Inc., Chan- 

" ning Shares, Inc. and Channing Venture Fund, Inc. (the 


“Channing Funds’) upon the same terms as proposed in the 
present application. 


Applicants represent that shareholders of the Equity Funds 
and Channing Funds have the right to exchange their 

shares for AGR shares without any sales load but no ex- 
change privilege exists between Equity Funds and Channing 
Funds. Therefore, if the proposed exchange offer is per- 
mitted, AGR shareholders could exchange AGR shares for 
shares of one of either group of funds, and thereafter among 
that group and AGR. However, Equity and Channing share- 
holders would not be permitted to transfer from one group 
to another through the medium of AGR exchanges. 


Should a AGR shareholder wish to exchange only a portion 
of his shares, those shares that may be exchanged at rela- 
tive net asset value without sales charge will be exchanged 
first. The remaining shares to be exchanged will be selected 
from those shares which are entitled to be exchanged upon 
payment of the lowest additional sales charge. 


Section 11(a) of the Act provides that it shall be unlawful 
for any registered open-end company or any principal 
underwriter for such company to make or cause to be 
made an offer to the shareholder of a security of such a 
company or of any other open-end investment company 

to exchange his security for a security in the same or 
another such company on any basis other than the relative 
net asset values of the respective securities to be exchanged 
unless the terms of the offer have first been submitted to 
and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 
company to any person except at a current offering price 
described in the prospectus. The sales charge described in 
the prospectus of each of the Equity Funds is greater than 
the sales charge which would be applicable to the proposed 
exchange offer. 


Applicants state that the purpose of the proposed exchange 
offer is to permit a shareholder of AGR who changes his 
investment objective to change his investment to a differ- 
ent investment company without paying the full sales 
charge otherwise applicable. Applicants assert that the ex- 
change offer to shareholders of AGR cannot be made at the 
relative net asset values of the Fund to be acquired because 
the AGR shareholder would have paid substantially less 
sales load on his investment than similarly situated investors 
in the Fund to be acquired. Applicants further submit that if 
shares of Equity Funds could be acquired by an AGR share- 
holder at net asset value in an exchange, Section 22(d) of 
the Act might be violated as an investor would be able to 
purchase shares of one of the Equity Funds at a sales 

charge other than that described in its prospectus merely 

by purchasing shares of AGR and thereafter exchanging the 
AGR shares for Equity Funds shares at net asset value. 


Section 6(c) provides, in poart, that the Commission by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security, or transaction or 
any class or classes of persons, securities, or transactions 
from any provision or provisions of the Act and the Rules 
promulgated thereunder, if and to the extent such exemp- 
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tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 28, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following October 28, 1974, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8524/October 1, 1974 


In the Matter of 


HERITAGE SECURITIES, INC. 
(Sponsor and Depositor of) 


MONTHLY PURCHASE PLAN TO ACCUMULATE 
SHARES OF MUTUAL INVESTMENT FOUNDATION- 
MIF FUND 

(FORMERLY MONTHLY PURCHASE PLAN TO 
ACCUMULATE SHARES OF MUTUAL INCOME 
FOUNDATION) 

246 North High Street 

Columbus, Ohio 43216 


(811-753) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 
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On August 30, 1974, a notice was issued (Investment 
Company Act Release No. 8476) that the Monthly Pur- 
chase Plan to Accumulate Shares of Mutual Investing 
Foundation-MIF (Formerly Monthly Purchase Plan to 
Accumulate Shares of Mutual Income Foundation) 
(“Applicant”), a unit investment trust registered under 
the Investment Company Act of 1940 (“Act’’), and Heri- 
tage Securities, Inc., the Sponsor and Depositor of Appli- 
cant, had filed an application pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that 
Applicant had ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Monthly Purchase Plan 
to Accumulate Shares of Mutual Investing Foundation- 
MIF Fund under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8525/October 1, 1974 


Admin. Proc. File No. 3-3787 
In the Matter of 


ROBBINSDALE FEDERATION 


INVESTMENT FUND, INC. 
Minneapolis, Minnesota 


(813-39) 


FINDINGS, OPINION AND ORDER DENYING APPLI- 
CATION FOR EXEMPTIONS 


EXEMPTIONS FOR EMPLOYEES’ SECURITIES COM- 
PANY 


Application on behalf of employees’ securities company 

pursuant to Section 6(b) of the Investment Company Act 
of 1940 for exemption from all or some provisions of the 
Act, denied, the Commission finding that applicant had F 
not shown such exemptions to be consistent with the { 
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protection of investors. 
APPEARANCES: 


Richard G. Pepin, Jr. and John G. Engberg, of Helgesen, 
Peterson, Engberg & Spector, for applicant. 


Gerald Osheroff and William Kleh, for the Division of In- 
vestment Management Regulation of the Commission. 


These are proceedings with respect to an application filed 
pursuant to Section 6(b) of the Investment Company Act 

of 1940 by Wilson Anderson, Jr. (“applicant’’), on behalf 

of Robbinsdale Federation Investment Fund, Inc. (“fund’’), 
a proposed open-end investment company, requesting ex- 
emptions from all or some of the provisions of that 

Act. 1/ 


Applicant and the eight other organizers of the fund are 
school teachers employed by the Robbinsdale, Minnesota 
school district, and are among approximately 1,000 such 
teachers who are members of the Robbinsdale Federation of 
Teachers (‘“RFT’’). The fund will issue redeemable securi- 
ties without sales load and will purchase securities for in- 
vestment. Participation will be limited to RFT members and 
former members and their immediate families. 2/ Manage- 
ment of the fund’s portfolio will be vested in a board of di- 
rectors elected by the shareholders, with costs of adminis- 
tration paid out of the proceeds from sale of the fund’s 
shares. The fund will not retain any investment adviser 

or Manager On a permanent basis and will act as its own 
underwriter. 


Section 6(b) of the Act provides among other things that 
upon application we shall exempt an employees’ securi- 
ties company from any provision of the Act “if and to the 
extent that such exemption is consistent with the protec- 
tion of investors.’ Since all the securities of the fund will 
be beneficially owned by employees or former employees 
of the Robbinsdale school district or members of their 
immediate families, the fund will be an ““employees’ secur- 
ities company” as defined in Section 2(a)(13) of the Act, 
3/ and thus entitled to apply for exemption pursuant to 
Section 6(b). 4/ 


In support of the application for exemption, applicant 
argues that the protections of the Act will not be needed 
because of the manner in which he and his fellow organ- 
izers propose to organize the fund. Thus, he stresses that 
the investors, including the organizers, will all be faculty 
members of the Robbinsdale school district who are 
members of RFT; that the fund will be managed by per- 
sons elected by the shareholders from their own number; 
that the organizers, managers and investors of the fund 
thus will have the same interests; and that such managers 
will be persons of responsibility and good faith. 


The Act by providing in Section 6(b) a separate exemptive 
provision especially for employees’ securities companies 
recognizes that such a company is a peculiar type of com- 
pany which should be treated as a special case. 5/ Never- 
theless, we are directed by Section 6(b) to grant an 
exemption only “if and to the extent that such exemption 
is Consistent with the protection of investors” The con- 
tentions of applicant, summarized above, are of such a 


general nature that they show no basis for treatment of 
the fund different from that accorded other investment 
companies. Such contentions do not of themselves con- 
stitute, and the record discloses no other, adequate 
grounds for findings by us which would entitle the fund 
to complete exemption from the Act as consistent with 
the protection of investors. Accordingly, applicant’s 
request for an exemption from all provisions of the Act 
will be denied. 6/ 


Alternatively, applicant seeks exemption from various 
specific provisions of the Act, including Sections 7 and 8. 
Section 7 deals with prohibitions on transactions by un- 
registered investment companies and Section 8 deals with 
the registration of investment companies. Exemption from 
these two sections would in general be equivalent to an 
exemption from all provisions of the Act, for which we 
have already found no basis in the record. 


Exemptions from other specific provisions, other than 
Section 14(a) which we deal with specifically below, 7/ 
have been described by applicant as a matter more of 
convenience for the fund than of critical importance to 
its organization. This is an inadequate basis for an exemp 
tion from the Act. 8/ Aside from this observation, appli 
cant reties on the asserted special nature of the fund's 
proposed organization and the close scrutiny which share- 
holders may be expected to exercise over the fund’s af 
fairs. These considerations are no more adequate to sup- 
port exemptions from these specific provisions than the 
similar arguments advanced in support of the request for 
an exemption from all provisions of the Act. 


We thus come to the request for an exemption from Sec- 
tion 14(a) of the Act, which applicant states is most 
crucial and without which the fund will not be organized. 
Section 14(a) among other things provides that a regis- 
tered investment company shall not make a public offer- 
ing of its securities unless it has a net worth of at 

least $100,000, or it has received firm agreements from 
not more than 25 persons to purchase its securities in an 
aggregate amount which when added to its net worth will 
equal at least $100,000. In the latter event arrangements 
must be made whereby any proceeds paid in will be re- 
funded on demand in the event the net proceeds received 
by the company do not result in its having a net worth of 
at least $100,000 within 90 days after its Securities Act 
registration statement becomes effective. 


The application states that it is anticipated that most if 
not all fund shareholders will purchase their stock through 
small monthly payments of $10 to $20 per month. Appli- 
cant estimates that it would be at least two years before 
investments in the fund aggregated $100,000. 


Applicant argues that the primary objective of the mini- 
mum capital requirement of Section 14(a) is to prevent a 
“fly-by-night” irresponsible promoter from forming an 
investment company on a shoestring, and that there is no 
need for the requirement in this case. Applicant contends 
that there are no promoters involved with the fund, 9/ 
arguing that the fund’s organizers will be on an equal foot- 
ing with their fellow employee-investors and will not stand 
to profit except to the extent that the fund’s shares appre- 
ciate, and so the question of financial responsibility is moot. 
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It is true that one of the objectives of Section 14(a) was to 
discourage the formation of investment companies by the 
“fast-buck, fly-by-night, office-in-your-hat, tipster-with- 
some-fancy-ideas promoter.”’ 10/ We agree with applicant 
that this is not such a case. And we sympathize with the 
desire of a group of apparently responsible persons to 
reduce the cost and burden of acquiring an investment in 

a varied portfolio of securities. 


But guarding against the danger of irresponsible promoters 
is not Section 14(a)’s sole purpose. It also seeks to protect 
public investors against the likelihood that their investment 
in anew company will be consumed by inescapable over- 
head and operating expenses, such as filing and printing 
costs and legal and accounting fees. Moreover, if a fund 

has only enough capital to purchase very small amounts of 
securities, its brokerage costs may be so high as to defeat 
the very purpose for which it was formed. 


This is not to say that we would necessarily require appli- 
cant to have the $100,000 net worth specified by Section 
14(a). But the proposed fund, at least for some time to 
come, will lack any semblance of the capital Congress con- 
sidered the bare minimum 11/ needed by an investment 
company. 12/ Absent other factors which would provide 
some assurance of financial stability, 13/ we are con- 
strained to deny this application. 


Accordingly, 1T 1S ORDERED that the application on be- 
half of Robbinsdale Federation Investment Fund, Inc. for 
exemption from all or some of the provisions of the Invest- 
ment Company Act be, and it hereby is, denied. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ After appropriate notice, public hearings were held. An 
initial decision was waived. Proposed findings and briefs 
were filed by applicant and by our Division of Investment 
Management Regulation. Our findings are based on an in- 
dependent examination of the record. 


2/ Former RFT members and their immediate families 
would not be eligible to make further purchases of fund 
shares after termination of RFT membership. 


3/ Under Section 2(a)(13) of the Act, an ““employees’ 
securities company” includes an investment company all 
of whose securities are beneficially owned by present or 
former employees of a single employer or their immediate 
families. 


4/ Although technically an application pursuant to Sec- 
tion 6(b) must be filed by the employees’ securities com- 
pany itself, we nevertheless will consider the present appli- 
cation as properly before us. 


5/ General Electric Company, \nvestment Company Act 
Release No. 5830, page 4 (September 29, 1969); G. E. 
Employees Securities Corporation, 10 SEC 652, 674 
(1941). 
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6/ Cf. G.E. Employees Securities Corporation, supra, at 
658. 


7/ These other sections are: Section 5(b)(1), which de- 
fines a diversified management investment company as 
one which, among other things, does not invest more than 
5 per centum of its total assets in the securities of any 
one issuer; the provisions of Section 20 requiring compli- 
ance with our proxy solicitation rules; the provisions of 
Section 24 to the extent they might require the registra- 
tion of the fund's securities under the Securities Act, 
exemption from this section being intended to permit 

the fund to use the exemptive provisions of Regulation A 
which are unavailable to a registered investment company; 
and Section 30 which requires periodic and other reports. 


8/ Cf. The Scripps-Howard Investment Company, 17 SEC 
702, 707 (1944). 


9/ To the contrary, applicant and the other organizers are 
promoters within the meaning of Section 2(a)(30) of the 
Act, which defines a promoter of a company as one “who, 
acting alone or in concert with other persons, is initiating 
or directing...the organization of such company.” 


10/ Testimony of David Schenker, Hearings on H.R. 10065 
before a Subcommittee of the Committee on Interstate 
and Foreign Commerce, House of Representatives, 76th 
Cong., 3 Sess., pp. 116-120 (1940). 


11/ Section 1(b) of the Act declares that the national pub- 
lic interest and the interests of investors are adversely 
affected ‘(8) when investment companies operate with- 
out adequate assets or reserves.”” See also testimony of 
former Commissioner Healy that it was felt that any amount 
less than $100,000 would be too small to cover the neces- 
sary overhead and operating expenses of a minimum com- 
pany, and testimony of Schenker that investors had suffered 
substantial losses in small investment companies where ex- 
penses devoured all of their income even when they were 
not fly-by-nights, and that the Commission did not con- 
template undoing the effect of the $100,000 requirement 
in Section 14(a) through the issuance of rules or the use of 
exemptive actions pursuant to Section 6. Hearings on 

H.R. 10065 before a Subcommittee of the House Com- 
mittee on Interstate and Foreign Commerce, 76th Cong., 
3d Sess., pp. 69-70 and 119-120 (1940). 


12/ Neither extended discussion nor statistical compilations 
are needed to demonstrate that the $100,000 deemed essen- 
tial by the Congress of 1940 was a far higher figure in rea/ 
terms than that same $100,000 is today. 


13/ Cooperation of the employer with the employees in 
the management of the company is not essential to its 
status as an employees’ securities company. But Congress 
apparently contemplated such cooperation, G.E. Employ- 
ees Securities Corporation, 10 SEC 652, 660 (1941), and 
the existence of such cooperation could under certain cir- 
cumstances offer sufficient assurance of organizational 
and financial stability to supplant the requirements of 
Section 14(a). Thus, in Thrift Plan of Tennessee Gas and 
Transmission Company, 24 SEC 241 (1946), where an 
exemption from various provisions of the Act, including 
Section 14(a), was granted pursuant to Section 6(b), the 
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Commission noted among other factors conducive to the 
granting of the exemptions that the employer matched 
the contributions of each employee to the special fund in 
that case, that all expenses of the special fund were to be 
paid by the employer, and that the employer guaranteed 
that on liquidation each employee would receive an amount 
at least equal to his contributions (page 244). 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8526/October 1, 1974 


In the Matter of 


NEUWIRTH FUND, INC. 

NEUWIRTH CENTURY FUND, INC. 

NEUWIRTH INCOME DEVELOPMENT CORPORATION 
NEUWIRTH MANAGEMENT AND RESEARCH 
CORPORATION 

NEUWIRTH FINANCIAL CORPORATION 

Middletown Bank Building 

Middletown, New Jersey 07748 


(812-3492) 


NOTICE OF FILING OF AMENDED APPLICATION FOR 
AMENDMENT OF ORDER PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANTS FROM 
THE PROVISIONS OF SECTIONS 15(a) AND 15(c) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Neuwirth Fund, Inc. 
(“Neuwirth Fund’), Neuwirth Century Fund, Inc. (““Cen- 
tury”), and Neuwirth Income Development Corporation 
(“NIDCO”’) (collectively the ““Funds’’), registered under 

the Investment Company Act of 1940 (‘‘Act’’) as open-end 
management investment companies, Neuwirth Management 
and Research Corporation (““NMRC”}, and Neuwirth Fi- 
nancial Corporation (““NFC”) (collectively the ‘’Advisers’’), 
(collectively the ‘‘Applicants’’), have filed an application 
pursuant to Section 6(c) of the Act to amend an order 
granting temporary exemptions from the provisions of Sec- 
tions 15(a) and 15(c) of the Act to the extent noted below. 
All interested persons are referred to the application, as 
amended, on file with the Commission for a statement of 
the representations contained therein, which are sum- 
marized below. 


Henry Neuwirth, the controlling stockholder of the Ad- 
visers died on July 28, 1973. By operation of law, the 
voting securities of the Advisers owned by Neuwirth passed 
to his estate. The existing investment advisory contracts 
between the Funds and the Advisers each provided, as re- 
quired by Section 15 of the Act, that it would terminate in 
the event of an assignment. An assignment is defined by 
Section 2(a)(4) of the Act to include any direct or indirect 
transfer of a controlling block of the outstanding voting 
securities of the assignor by a security holder of the 
assignor. The investment advisory contracts may, therefore, 
be deemed to have been terminated upon Neuwirth’s death 





by the transfer of controlling interests in the investment 
advisers. 


Section 15(a) of the Act prohibits any person from serving 
as an investment adviser to a registered investment com- 
pany except pursuant to a written contract that has been 
approved by the vote of a majority of the outstanding voting 
securities of such investment company. Section 15(c) of 
the Act prohibits any registered investment company hav- 
ing a board of directors from entering into, renewing, or 
performing any investment advisory or underwriting con- 
tract unless the terms of the contract and any renewal 
thereof are approved by the vote of a majority of the di- 
rectors, who are not parties to such contract or interested 
persons of any such party, cast in person at a meeting called 
for the purpose of voting on such approval. 


On July 31, 1973, the directors of the Funds, all of whom 
serve on the boards of each of the Funds, voted to ratify 
the performance of the Advisers from July 28 to July 31, 
1973 and to readopt the terminated advisory contracts for 
the period from August 1 to October 31, 1973. On Sep- 
tember 20, 1973, an order was issued (Investment Com- 
pany Act Release No. 7998) granting exemptions to the 
Applicants from Sections 15(a) and 15(c) of the Act dur- 
ing the period from July 28 to July 31, 1973, and from 
Section 15(a) of the Act during the period from August 1 
to October 31, 1973, so as to permit the Advisers to con- 
tinue to render investment advisory services to the Funds 
at the same fees provided for under the terms of the ter- 
minated contracts, subject to the condition that the share- 
holders of each of the Funds at meetings held on or before 
November 1, 1973, ratify the rendition of investment ad- 
visory services by the Advisers to the respective Funds at 
such fees. Such meetings were not held within the time 
provided. 


On January 15, 1974, Applicants applied to amend the 
Commission's order of September 20, 1973, so as to extend 
to February 28, 1974, the date for holding such special 
shareholder’s meetings of the Funds. In support of such 
request, Applicants indicated that on October 10, 1973, 
after considering the many management alternatives avail- 
able after Neuwirth’s death, the Board of Directors of Neu- 
wirth Fund and Century voted to recommend to share- 
holders that Clark, Dodge & Co. Incorporated (“Clark, 
Dodge”’) be retained as investment adviser to Neuwirth 
Fund and Century, and the Board of Directors of NIDCO 
voted to liquidate and dissolve NIDCO subject to share- 
holder approval and that, as a result of the time required 
for consideration of such alternatives, the Board of Direc- 
tors of the Funds were unable to call the special share- 
holders’ meeting by November 1, 1973 as required by the 
order of September 20, 1973. Applicants further repre- 
sented that unnecessary expenses would be avoided by 
submitting to shareholders proposals to ratify the per- 
formances by the Advisers of investment advisory ser- 
vices from July 28 to October 31, 1973 at the same meet- 
ings of shareholders at which they would be called upon 
to approve new investment advisory services with Clark, 
Dodge and, in the case of NIDCO, its liquidation and dis- 
solution. Applicants submitted that no prejudice to share- 
holders would result from the delay in holding special 
shareholder’s meetings to ratify the rendition by the Ad- 
visers of investment advisory services since the periods 
during which such services were rendered by the Advisers 
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without contracts were no longer than was contemplated 
by the first order. 


On February 26, 1974, special meetings of shareholders 
of Neuwirth Fund and Century were held at which the 
shareholders of each fund by a vote of a majority of the 
outstanding voting securities ratified the performance of 
the respective investment advisory contracts with NURC 
for the period from July 28 to October 31, 1973. No 
special meeting of shareholders of NIDCO for the purpose 
of ratifying the performance of the investment advisory 
contract with NFC for the period from July 28 to Octo- 
ber 31, 1973 was held prior to February 28, 1974. On 
August 2, 1974, a meeting of shareholders of NIDCO 
was held at which shareholders voted to ratify such per- 
formance by NFC from July 28 to October 31, 1973, 
and voted to approve a proposal to liquidate and dis- 
solve NIDCO. 


Applicants now apply to amend their application so as to 
extend to August 2, 1974 the date for holding the spec- 
ial shareholder’s meeting of NIDCO required by the order 
of September 20, 1973. Applicants assert that NIDCO 
was unable to hold a special meeting of shareholders 
prior to February 28, 1974 because of the time re- 
quired by the directors of NIDCO to consider alternatives 
for NIDCO and to prepare the legal and accounting work 
necessary for liquidation. Applicants represent that no 
prejudice to NIDCO shareholders resulted from the de- 
lay in holding such special shareholder’s meeting since 
continuity of management was provided by NFC during 
the period from July 28 to October 31, 1974 under the 
terms of an investment advisory contract which was pre- 
viously approved by NIDCO shareholders, and since 
advisory fees payable by NIDCO to NFC during such 
period were only $572 while, for the same period, NID- 
CO received a net reimbursement of $5,090 from NFC 

as a result of expenses in excess of NIDCO’s expense limi- 
tations. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally exempt any 
persons or transactions from any provision or provisions 
of the Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 
Applicants submit that the requested exemptions from 
Sections 15(a) and 15(c) of the Act are in the public in- 
terest and consistent with the general policies of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
sons may, not later than October 28, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
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case of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following October 28, 1974, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 





For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8527/October 2, 1974 


In the Matter of 


INVENT INCORPORATED 

9235 Katy Freeway 

Suite 430 

Houston, Texas 77024 i 


(812-3669) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 3(b)(2) DECLARING 
THAT APPLICANT IS NOT AN INVESTMENT COM- 
PANY OR, ALTERNATIVELY, FOR AN ORDER PUR- 
SUANT TO SECTION 6(c) EXEMPTING APPLICANT 
FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Invent Incorporated 
(“Applicant”), a Delaware corporation, has filed an 
application pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (“Act”), for an order of the Com- 
mission declaring that Applicant is primarily engaged in 
a business other than that of investing, reinvesting, own- 
ing, holding, or trading in securities or, alternatively, for 
an order pursuant to Section 6(c) exempting Applicant 
from all provisions of the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant was organized in 1969 for the purpose of ex- 
ploring for, developing and producing oil and gas. Since 
Applicant commenced business in December, 1970, it 
has derived all of its revenues from consulting and man- 
agement fees and sales of geophysical data. Applicant 
has entered into an agreement with Tanganyika Con- 
cessions Limited (‘“Tanks’’), a United Kingdom regis- 
tered company, pursuant to which Applicant and Tanks 
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will transfer certain oil and gas exploration interests to a 
company to be called Tanks Oil and Gas Limited (“Oil and 
Gas’’), a United Kingdom registered company. The value of 
the assets to be transferred by Applicant will exceed those 
to be contributed by Tanks. It is believed that Applicant 
may transfer assets to Oil and Gas which constitute the 
greater portion of the present value of Applicant's assets. 
Tanks will also contribute cash to Oil and Gas and may 
provide additional financing. 


Tanks will receive 149 “A” shares issued by Oil and Gas, 
and Applicant will! receive 149 “’B” shares. Each class 
will be entitled to elect three directors and will have 
identical rights except that the directors elected by the 
"A" shares will have the right to appoint the Chairman 
of the Board. Under the proposed articles of association, 
which incorporate a portion of the English Companies 
Act, if there is a tie vote of either directors or stock- 
holders, the Chairman can cast an additional vote. 


Applicant undertakes to provide Oil and Gas with all 
technical expertise, information and services which 

Oil and Gas may reasonably require in its oil and gas 
exploration business, and Tanks undertakes to provide 
Oil and Gas with all financial, administrative and secre- 
tarial services and expertise which Oil and Gas may 
reasonably require. For these services, Applicant and 
Tanks will receive $125,000 and $25,000 respectively 
during the first year of the agreement. Thereafter, the 
parties shall consult together and decide the nature of 
the services to be performed for Oil and Gas by Appli- 
cant and/or Tanks as the case may be and the terms as 
to payment or otherwise upon which such services shall 
be provided. Tanks as the owner of the “A” Shares 
would be in a position to cause the termination of the 
arrangement whereby Applicant is to provide technical 
expertise, information and services directly for Oil and 
Gas after one year. 


During 1973, 98.9% of the total revenues of Applicant 
resulted from geological, geophysical and management 
services provided to various exploration groups of which 
Applicant is either the operator or a member, as well 

as to other groups in which Applicant is not a partici- 
pant. Applicant had a net operating loss of $262,414, 

or 16 cents per share, in 1973. It is because Applicant 
has not to date realized any income from production 

in oil and gas properties within or without the areas 
covered by the agreement with Tanks, the application 
asserts, that its need for further financing has arisen. 

The agreement with Tanks does not contain any restric- 
tion on the performance of these services by Applicant 
in the future, and, according to the application, it is 
anticipated by management that the continuation of these 
services by Applicant will not be affected by the transac- 
tion. 


A significant amount of the efforts of management of 
Applicant has been devoted to the formation of participa- 
tion groups and to the rendering of services to operating 
groups of which Applicant is a member or operator in 
areas not affected by the transaction. The application 
States that not only will these activities continue un- 
affected by the agreement, but it is anticipated that man- 
agement will be able to devote an increasing amount of 


time and attention to exploring for oil and gas through- 
out the world. 


Section 3(a)(3) of the Act defines an investment company 
as any issuer which “’...is engaged or proposes to engage in 
the business of investing, reinvesting, owning, holding, 

or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer’s total assets (exclusive 
of Government securities and cash items) on an uncon- 
solidated basis.” After the proposed transaction, Invent’s 
149 shares of Oil and Gas wil! constitute over 40% of its 
total assets. Section 3(a) states that securities issued by 
majority-owned subsidiaries of the owner are not invest- 
ment securities. 


Section 2(a)(24) of the Act defines “majority-owned sub- 
sidiary” of a person as a company 50% or more of whose 
outstanding voting securities are owned by such person, 
or by a company which is a majority-owned subsidiary 

of such person. Although Applicant will own a 50% in- 
terest in Oil and Gas, the application alleges that, because 
of the right of Tanks’ appointee to the chairmanship of 
the Board of Directors to cast a tie-breaking vote, Appli- 
cant may not have a “majority” interest in Oil and Gas 
within the meaning of the Act. 


The application also states that Section 3(c)(9) of the 
Act excludes from the definition of an investment com- 
pany “‘any person substantially all of whose business con- 
sists of owning or holding oil, gas, or other mineral royal- 
ties or leases, or fractional interests therein, or certificates 
of interest or participation in or investment contracts re- 
lative to such royalties, leases or fractional interests.” 
While Applicant will continue in the oil and gas business, 
its stock interest in Oil and Gas will render the Section 
3(c)(9) exclusion unavailable to it. 


Applicant represents that, after the proposed transaction, 
it will continue to explore for, seek to develop and pro- 
duce oil and gas, and provide geophysical data and that 
the transfer of certain of its assets to Oil and Gas will 
have no significant effect on the manner in which Appli- 
cant conducts its business. 


Applicant asserts that the purposes of the Act do not 
relate to an ongoing business concern, which it is, and 
that its proposed interest in Oil and Gas is not the type 
of interest the regulation of which is contemplated by 
the Act. 


Section 3(b)(2) of the Act excepts from the definition 
of an investment company in Section 3(a)(3) of the 

Act any issuer which the Commission finds and by order 
declares to be primarily engaged in a business or busi- 
nesses other than that of investing, reinvesting, owning, 
holding, or trading in securities, either directly or (a) 
through majority-owned subsidiaries or (b) through con- 
trolled companies conducting similar types of businesses. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission upon application may conditionally 
or unconditionally exempt any person from any pro- 
vision of provisions of the Act if and to the extent that 
such exemption is necessary or appropriate in the pub- 
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lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 25, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the Ap- 
plicant at the address stated above. Proof of such service 
(by affidavit, or in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8528/October 2, 1974 


See Securities Act Release No. 5529/October 2, 1974. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8529/October 3, 1974 


In the Matter of 


COMPASS GROWTH FUND, INC. 


COMPASS INCOME FUND, INC. 
20 Exchange Place 
New York, New York 10005 


(812-3687) 
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NOTICE OF APPLICATION FOR AN ORDER OF Ex- 
EMPTION PURSUANT TO SECTION 17(b) OF THE 
ACT FROM SECTION 17(a) OF THE ACT AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT FROM RULE 
22c-1 PROMULGATED UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Compass Growth Fund, 
Inc. (“Growth”) and Compass Income Fund, Inc. (“‘In- 
come”) (collectively referred to as Applicants’), open- 
end, diversified, management investment companies re- 
gistered under the Investment Company Act of 1940 
(the “Act’’), have filed an application pursuant to Sec- 
tion 17(b) of the Act for an order of the Commission 
exempting from the provisions of Section 17(a) of the 
Act the proposed sale by Income of substantially all of 
its assets to Growth in exchange for shares of common 
stock of Growth and pursuant to Section 6(c) of the 
Act for an order of the Commission exempting from the 
provisions of Rule 22c-1 promulgated under the Act the 
determination of net asset values, for purposes of the 
exchange, at the close of business on the business day 
immediately preceding the closing date of the proposed 
transaction. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


The investment objective of Growth is capital appreciation 
with current income a secondary objective. The investment 
objective of Income is current income with opportunities 
for capital appreciation. Growth and Income each employ 
Wood, Struthers & Winthrop, Inc., a registered broker- 
dealer, as their investment adviser. The Board of Directors 
and officers of each Applicant, with the exception of one 
individual, are identical. Accordingly, each of the Appli- 
cants may be deemed to be under common control, and, 
therefore, Applicants may be deemed to be affiliated per- 
sons of each other within the meaning of Section 2(a) (3) 
of the Act. 


Growth and Income have entered into an Agreement and 
Plan of Reorganization (the ““Agreement”) providing for 
(1) the sale and transfer by Income of substantially all 
of its assets to Growth in exchange for shares of common 
stock of Growth and (2) the subsequent dissolution of 
Income. The agreement has been approved by the Boards 
of Directors of Growth and Income and must be further 
approved by the vote of at least a majority of the out- 
standing voting securities of Income. 


Prior to the closing date of the Agreement (“Closing Date”), 
Growth and Income will distribute to their respective 
shareholders dividends consisting of substantially all of 
their respective net investment income and realized capi- 
tal gains. On the Closing Date, Growth will issue to Income 
shares of common stock of Growth having an aggregate net 
asset value equal to the aggregate net asset value of the 
assets of Income being transferred to Growth. The net 
asset value per share of Growth and the aggregate net 
asset value of the assets of Income, for purposes of the 
exchange, will be determined as of the close of business 
on the business day immediately preceding the Closing 
Date. Immediately following the Closing Date, Income 
will distribute the shares of Growth received to its share- 
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holders in proportion to their respective interests in In- 
come. 


As of June 30, 1974, Growth and Income had, respective- 
ly, net assets of $3,691,149 and $909,197, and net un- 
realized losses of $623,234 and $211,867. As of March 
31, 1974, Growth had a tax loss carry forward of $930,- 
434 which will be available to offset a like amount of 
future taxable capital gains through September 30, 1978. 
No adjustments in the aggregate net asset values of Appli- 
cants will be made to compensate shareholders for any 
potential Federal income tax impact which may result 
from the differences between the Applicants in the per- 
centage of each Applicant's realized or unrealized capital 
losses to its net asset value and in the amount of each 
Applicant’s tax loss carry forward. Applicants assert 

that the terms of the Agreement without such adjustments, 
are equitable in view of the uncertain value of the Growth 
tax loss carry forward and their anticipation that the 
amount of realized or unrealized capital losses will be 
substantially proportionate at the Closing Date. 


Section 17(a) 


Section 17(a) of the Act, in pertinent part, provides that 
it shall be unlawful for any affiliated person of a regis- 
tered investment company, or any affiliated person of 
such a person, acting as principal, knowingly to sell to or 
purchase from such registered company any security or 
other property. Section 17(b) of the Act provides that 
the Commission, upon application, may exempt a pro- 
posed transaction from the provisions of Section 17(a) 

if evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid or 
received, are reasonable and fair and do not involve over- 
reaching on the part of any person concerned and that 
the proposed transaction is consistent with the policy 

of each registered investment company concerned and 
with the general purposes of the Act. 


Applicants assert that the terms of the proposed transac- 
tion are reasonable and fair and do not involve over- 
reaching on the part of any person concerned. The 
shares of Growth will be issued to Income on the basis 
of the respective net asset values of each of the Appli- 
cants determined at the same point in time. Applicants 
believe that the consummation of the proposed transac- 
tion will eliminate the current duplication of certain 
expenses, such as accountant’s fees and legal fees. Sub- 
stantially all of the expenses of the Applicants in con- 
nection with this transaction will be reimbursed by 

their investment adviser pursuant to the terms of their 
Advisory Agreements. Applicants anticipate that their 
unreimbursed expenses with respect to this transaction 
will not exceed $2000. 


Applicants submit that the proposed transaction is con- 
sistent with the policies of both Growth and Income 

and the general purposes of the Act. Applicants state 

that their investment objectives may be more readily 
accomplished with the larger investment pool which 
would result from the proposed transaction. Prior to 

the Closing Date, Growth will designate those securities 
then held in the Income portfolio which are incompatible 


with the investment objective of Growth or, if delivered 
to Growth on the Closing Date, would be immediately 
resold by Growth and such securities will be sold by 
Income. 


Rule 22c-1 


Rule 22c-1 promulgated under Section 22(c) of the Act 
provides, in pertinent part, that no registered investment 
company issuing any redeemable security, no person 
designated in such issuer’s prospectus as authorized to 
consummate transactions in any such security, and no 
principle underwriter of, or dealer in, any such security 
shall sell, redeem, or repurchase any such security except 
at a price based on the current net asset value of such 
security which is next computed after receipt of a tender 
of such security for redemption or of an order to pur- 
chase or sell such security. Applicants state that the liter- 
al requirements of Rule 22c-1 may not be met by the 
proposed transaction if such rule is deemed to apply to 
transactions involving the exchange of stock for assets 
because the net asset values of Growth and Income for 
purposes of the exchange are to be determined as of the 
close of business on the business day immediately pre- 
ceding the Closing Date. 


Applicants state that the function of Rule 22c-1 is to 
prescribe the time for pricing redeemable securities on 
typical daily purchase and redemption transactions by 
investment companies and is not designed to cover the 
type of transaction contemplated by the Agreement. 


Section 6(c) of the Act provides that the Commission, 
by order upon application, may conditionally or un- 
conditionally exempt any person or transaction from 
any provision of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary Or appropriate in the public interest and con- 
sistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 29, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reasons for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Secur- 
ities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an attor- 
ney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following October 29, 1974, unless the Commis- 
sion thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
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hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Fegulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8530/October 3, 1974 


in the Matter of 


IDS BOND FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 


(812-3688) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19). 


On September 5, 1974 a notice was issued (Investment 
Company Act Release No. 8484) of an application by 
IDS Bond Fund, Inc. (“Applicant”), an open-end di- 
versified management investment company registered 
under the Investment Company Act of 1940 (’‘Act”’), 
for an order pursuant to Section 6(c) of the Act de- 
claring that Dr. Paul McCracken shall not be deemed an 
“interested person”, within the meaning of Section 2(a) 
(19) of the Act, of Applicant and Investors Diversified 
Services, Inc., the principal underwriter of Applicant's 
Shares, solely by reason of his status as a director of 
Lincoln National Corporation. The notice gave inter- 
ested persons an opportunity to request a hearing and 
stated that an order might be issued on the basis of the 
information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption is appropriate in the public in- 
terest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 2(a)(19) of the Act is granted effective 
forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 
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George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6529/September 30, 1974 


US v. FLETCHER D. FISHER, et al. 
(USDC Oregon CR73-262) 


Sidney |. Lezak, United States Attorney for the District of 
Oregon, and Jack H. Bookey, Administrator of the Seattle 
Regional Office of the Securities and Exchange Commis- 
sion, announced today that Fletcher D. Fisher of Clayton, 
Idaho and Dery! R. Christiansen of Salem, Oregon each 
entered a plea of guilty on September 20, 1974 to one 
indictment count charging the sale of unregistered secur- 
ities in violation of the Securities Act of 1933. Two addi- 
tional defendants, Ronald F. Johnston of Sheridan, Ore- 
gon and Loren W. Schlafke of Mackay, Idaho, entered 
similar pleas of guilty to one count on September 12th 
and 19th respectively. 


A jury trial had been scheduled to commence on Septem- 
ber 23, 1974 on a sixteen count indictment charging mail 
fraud, conspiracy, and violations of the antifraud and 
registration provisions of the Securities Act. The charges 
arose out of the sale of the common stock of Silver 

Star Mines, inc., an Oregon corporation, Clayton Silver 
Star Mines, Inc., an Idaho corporation, and Fisher Inter- 
national, Inc., a Washington corporation. 


The four above named defendants will be sentenced by 
Chief Judge John Belloni on November 11, 1974 at 
which time the remaining indictment counts against 
them will be dismissed and all charges against a fifth 
defendant Alfred V. Fisher of Clayton, Idaho will be 
dismissed. 


For further information see Litigation Releases 4550, 
4732, and 6136. 





Litigation Release No. 6530, October 2, 1974 


SEC v. IRA S. ROSENBERG 
(SDNY 74 Civ. 3633 L.F.M.) 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission and 
the Division of Enforcement announced that on Septem- 
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ber 20, 1974 the Honorable Lloyd F. McMahon, United 
States District Judge for the southern District of New 


W York, signed a Final Judgment of Permanent Injunction 


(“Judgment”) against Ira S. Rosenberg (‘Rosenberg’). 
The Judgment enjoins Rosenberg from further violations 
of Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder in connection with the pur- 
chase or sale of the securities of Barbara Lynn Stores, Inc. 
or the securities of any other issuer. 


Rosenberg consented to the entry of the Judgment without 
admitting or denying the allegations of the Commission’s 
complaint, which was filed on August 21, 1974. The Com- 
mission’s complaint charged that Rosenberg had pur- 

chased 3300 shares of the common stock of Barbara Lynn 
Stores, Inc. while in possession of material non-public in- 
formation concerning a plan whereby the company would 
“go private” by purchasing its outstanding securities at a 
price well in excess of the current market price. 


For further information, see Litigation Release No. 6487, 
August 21, 1974. 





Litigation Release No. 6531/October 2, 1974 


SEC v. MATTEL, INC. 


The Commission announced today that it had filed an ap- 
plication in the U.S. District Court for the District of Co- 
lumbia seeking further relief against Mattel, Inc. (‘Mattel’). 


~ Mattel is a major manufacturer of toys with headquarters 


in Hawthorne, California. The additional relief was re- 
quested as a result of information recently brought to the 
Commission’s attention by Mattel concerning Mattel’s 1971 
and 1972 fiscal year financial statements. Simultaneously 
with the filing of the application for additional relief, 

Mattel filed a consent to the issuance of an Amended Judg- 
ment without admitting or denying the charges in the Ap- 
plication. Currently the Application and Consent are pend- 
ing before the U.S. District Court Judge assigned to the 
matter. 


The Court had earlier on August 5, 1974 permanently en- 
joined Mattel from violating the anti-fraud and corporate 
reporting provisions of the Securities Exchange Act of 1934 
(“Exchange Act’’) and ordered Mattel to appoint two addi- 
tional unaffiliated directors and to establish a Financial 
Controls and Audit Committee and a Litigation and Claims 
Committee. The Commission’s complaint in this action was 
based on events occurring in Mattel’s 1973 fiscal year and 
thereafter. */ In its complaint filed on August 5, 1974 the 
Commission alleged among other things, that the financial 
statements submitted by Mattel in certain filings with the 
Commission and statements made by Mattel in various press 
releases overstated Mattel’s profits and understated its costs 
during the fiscal year ended February 3, 1973. 


The Commission filed its application based upon preliminary 
information given it by Mattel which information in the 
Commission's view required additional relief for the protec- 
Stion of investors. Preliminary information indicates that 
Mattel’s financial statements for the fiscal year ended Jan- 


uary 30, 1971 substantially overstated its sales, net in- 
come and accounts receivable by including approximately 
$14 million of purported sales (referred to as “bill and 

hold sales”) which were invoiced, but with respect to which 
no merchandise was shipped, during January of that year 
and which were subject to rights of cancellation exercisable 
until June 1971. The preliminary information indicates that 
the inclusion of these purported sales increased reported in- 
come before taxes for that fiscal year by approximately 
$7.8 million. In addition, the preliminary information indi- 
cates its financial statements for such fiscal year may not 
have reflected adequate provisions for tooling and inventory 
obsolescence. The effect of such inadequate provisions may 
have been to overstate pre-tax income by as much as $10,- 
500,000. Furthermore, the preliminary information indi- 
cates that in the quarter ended May 1, 1971 Mattel improp- 
erly included in its quarterly financial report approximately 
$2 million in purported sales which were similarly invoiced, 
but with respect to which merchandise was not shipped 

and with respect to which customers were also given rights 
of cancellation. Such preliminary information further indi- 
cates that a single sale of approximately $4,800,000 was in 
correctly reflected twice in Mattel’s published financial 
statements for the quarter ended May 1, 1971, and that 
although this error was discovered prior to the release 
Mattel of its interim earnings for the quarter, no corrective 
entry was made until the following quarter. Such prelimin 
ary information also indicates that between 50% and 80% 
of the “bill and hold sales’’ described above were cancelle 
by Mattel’s customers prior to shipment and that, during 
the second quarter ended July 31, 1971, and the third quar- 
ter ended October 30, 1971, Mattel reversed the entries re- 
lating to the “bill and hold sales’, the $4.8 million in 
double billing, resulting in the misstatement of Mattel’s 
sales and net income for the second and third quarterly 
reporting periods. The indicated reversal of the “bill and 
hold sales” and the provisions for obsolete inventory and 
tooling, which apparently should have been provided in 
earlier periods, may have resulted in a material over-state- 
ment of Mattel’s losses for the fiscal year ended January 29, 
1972. 


The Application, among other things, requested the follow- 
ing relief to be ordered by the Court: 


(1) Mattel to appoint and maintain a Board of Directors, a 
majority of which should be unaffiliated with Mattel, satis- 
factory to the Commission and approved by the Court; 


(2) Mattel to maintain a majority of the new unaffiliated 
directors on its Executive Committee; 


(3) Mattel to amend its filings with the Commission as neces- 
sary in order that they not contain any misstatements or 
omissions of material facts; 


(4) A majority of the new unaffiliated directors to appoint 
a Special Counsel, satisfactory to the Commission and 
approved by the Court, to investigate matters raised in the 
Commission’s complaint and Application for Further Re- 
lief; to file a report with the Court of his findings and re- 
commendations; and as approved by the new directors, in- 
stitute actions on behalf of the Company against past or 
present officers, directors and others; and, 
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(5) The Special Counsel to retain a Special Auditor satisfac- 
tory to the Commission, the Court, and Mattel, to audit the 
1971 and 1972 financial statements and other statements as 
requested, and to file within four months a report of his 
findings with the Court and the Commission. 


*/ See Litigation Release No. 6467, dated August 8, 1974. 





Litigation Release No. 6532/October 3, 1974 
SEC v. MATTEL, INC. 


The Commission announced today that on October 2, 1974 
the Honorable Gerhard A. Gesell, Judge of the U. S. District 
Court for the District of Columbia, issued an Amended 
Judgment and Order of Permanent Injunction and Ancillary 
Relief in Securities and Exchange Commission v. Mattel, inc. 
as requested by the Commission in its Application for Fur- 
ther Relief filed with the Court on October 2, 1974. Mattel 
consented to the entry of the Amended Judgment without 
admitting or denying any allegations in the Commission’s 
Application for Further Relief. The Court pursuant to a 
stipulation of the parties at the same time transferred the 
case to the U. S. District Court for the Central District of 
California. See Litigation Release No. 6531 issued on Octo- 
ber 2, 1974 on further information concerning the Commis: 
sion’s Application for Further Relief. 





Litigation Release No. 6533/October 4, 1974 


SEC v. THE STRATTON GROUP, LTD., et al. 
U. S. District Court for the Southern District of New York 


The Securities and Exchange Commission today announced 
that the Honorable Milton Pollack, U. S. District Judge for 
the Southern District of New York, on August 5, 1974, en- 
tered orders of permanent injunction against The Stratton 
Group Ltd. (formerly John’s Bargain Stores Corporation), 
Gerald Sprayregen, Walter C. Spengler, and Sabino P. Cardi- 
ello and on September 20, 1974 entered an order of perma- 
nent injunction against Jose L. Umana enjoining them from 
future violations of the anti-fraud provisions of the Securi- 
ties Act of 1933 [Section 17(a)] and the Securities Ex- 
change Act of 1934 [Section 10(b)] and the filing provisions 
of the Exchange Act [Section 13(a)] together with the rules 
and regulations thereunder, in connection with purchases 
and sales of securities of The Stratton Group Ltd. or any 
other securities. These permanent injunctions were con- 
sented to by each of the five defendants without admitting 
or denying the allegations of the Commission’s complaint. 


According to the Commission’s complaint filed July 24, 
1974, The Stratton Group Ltd. together with the four indi- 
vidual defendants, had filed a false and misleading annual re- 
port on Form 10-K with the Commission for the fiscal year 
ended December 30, 1972. It had allegedly understated the 
cost of sales and accounts payable by more than $1.7 million, 
thereby overstating net income for the period by the same 
amount. The Commission had further alleged that the quar- 
terly reports on Form 10-0 for the years 1972 and 1973 
also contained false and misleading financial information. 
(For further information see Litigation Release No. 6450.) 
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Litigation Release No. 6534/October 4, 1974 





SEC v. AMERICAN SHIP BUILDING, et al. 
(U. S. District Court for the District of Columbia) 





The Securities and Exchange Commission today announced 
the entry of orders of permanent injunction in the U.S. Dis- 
trict Court for the District of Columbia against the Ameri- 
can Ship Building Company and George M. Steinbreenner II! 
from filing material false and misleading annual reports on 
behalf of American Ship Building Company in violation of 
Section 13(a) of the Securities Exchange Act of 1934, soli- 
citing proxies from American Ship Building Company share- 
holders in violation of Section 14(a) of the Securities Ex- 
change Act of 1934, and making or causing to be made false 
and fictitious entries in the books and records of the Amer- 
ican Ship Building Company. 


The order also requires the defendant American Ship Build- 
ing Company to establish a special Review Committee con- 
sisting of a chairman not affiliated with the company and 
at least two independent members of the company’s Board 
of Directors to review the company’s books and records 
since 1970 in order to determine what monies were used 
for purposes other than those shown on the company’s 
books and records. A report will then be prepared and filed 
with the Commission as an exhibit to a current Form 8-K. 
The company’s Board of Directors will then review the re- 
port and implement the findings of said report. If the Com- 
mission is not satisified with the actions of the Board of Di- 
rectors it reserves the right to seek such further relief as 
may be necessary or appropriate. 


Defendant George M. Steinbreenner II! further agrees that 
if the Board of Directors determines that he should be re- 
quired to reimburse the company for funds expended for 
political or any other unauthorized corporate purposes, as 
well as expenses incurred by the company by virtue of the 
Review Committee's investigation, Steinbrenner shall pay 
to the company all such amounts. Again if the Commission 
is not satisfied with the findings of the Board of Directors 
of the company, the Commission has the right to seek such 
relief as may be necessary or appropriate. 


This action was brought by the Securities and Exchange 
Commission after the matter was brought to its attention 
by action taken by the office of the Special Prosecutor. 








TRUST INDENTURE ACT 





Trust Indenture Act of 1934 
Release No. 367/October 4, 1974 


The Securities and Exchange Commission has issued an 
order under Subsection 304(c) of the Trust Indenture Act 
of 1939 (‘Act’), on application of Public Service Electric 
and Gas Company, exempting its First and Refunding 
Mortgage Bonds, Series E, due 2004, from provisions of 
Subsection 316(a)(1) of the Act. 
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